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Mr.  KENNEDY  of  New  York.  Mr. 
President,  I  rise  for  the  purpose  of  in- 
troducing, with  the  junior  Senator  from 
Kansas  [Mr.  Pearson],  a  bill  for  private 
investment  in  urban  poverty  areas.  The 
aim  of  this  bill  is  to  create  a  new  part- 
nership against  poverty ;  to  bring  the  re- 
sources and  talent  of  American  private 
enterprise  to  bear  on  the  most  serious 
domestic  challenge  before  us:  the  con- 
centrated deprivation,  frustration,  and 
decay  which  tear  at  the  very  fabric  of 
life  in  every  major  city  in  the  Nation. 

The  specific  purpose  of  the  bill  is  to 
stimulate  investment — the  creation  of 
new  jobs  and  income — in  poverty  areas. 
The  entire  program  is  to  be  carried  out, 
not  by  Government  agencies,  but  by  pri- 
vate enterprise.  The  Federal  Govern- 
ment provides  only  a  system  of  tax  in- 
centives, carefully  designed  to  enable 
private  enterprise  to  make  its  invest- 
ments and  carry  out  its  operations  in 
the  urban  poverty  areas. 

Thus  the  bill  seeks  to  remedy  the 
greatest  failure  in  our  existing  poverty 
efforts:  the  failure  to  involve  and  rely 
on  the  private  enterprise  system  which 
is  the  basic  strength  of  the  Nation.  By 
failing  to  involve  the  private  sector,  we 
have  not  only  ignored  the  potential  con- 
tribution of  millions  of  talented  and 
energetic  Americans  in  tens  of  thou- 
sands of  productive  enterprises.  More 
dangerously,  we  have  created  for  the 
poor  a  separate  economy,  almost  a  sep- 
arate nation:  a  second-rate  system  of 
welfare  handouts,  a  screen  of  Govern- 
ment agencies  keeping  the  poor  apart 
from  the  rest  of  us.  That  system — in- 
effective, inefficient,  and  degrading — 
must  be  changed.  This  bill  would  work 
toward  the  needed  change. 

In  brief  summary,  the  program  will 
work  as  follows:  An  enterprise  wishing 
to  avail  itself  of  the  bill's  provisions 
will  select  a  site  in  a  poverty  area,  in 
cooperation  with  the  city  and  Federal 
Government,  and  the  local  community 
affected.  The  company  will  agree  to 
create  at  least  50  new  jobs;  to  fill  at 
least  two-thirds  of  all  jobs  at  this  loca- 
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tion  with  residents  of  the  poverty  area — ■ 
or  other  unemployed  persons — and  to 
maintain  its  investment  for  at  least  10 
years.  In  return,  it  will  receive  tax  credits 
against  its  investment  in  plant  and  ma- 
chinery; accelerated  depreciation  sched- 
ules for  that  investment;  extra  deduc- 
tions for  wages  paid  to  previously  un- 
employed persons;  liberal  carryforward 
and  carryback  allowances;  and  assist- 
ance in  training  the  new  workers. 

After  extensive  consultation  with  rep- 
resentatives of  business,  labor,  govern- 
ment, the  academic  community,  and  the 
urban  poor  themselves,  our  expectation 
is  that  these  incentives  will  give  our  pri- 
vate enterprise  system — the  most  inge- 
nious and  productive  the  world  has  ever 
known — the  help  it  needs  to  effectively 
attack  the  difficult  and  resistant  prob- 
lems of  urban  unemployment. 

Because  it  operates  through  the  exist- 
ing private  enterprise  system,  the  bill 
does  not  require  the  creation  of  new 
Government  departments  or  agencies.  It 
creates  no  new  systems  of  welfare  hand- 
outs. It  requires  no  great  new  outflows 
of  Government  spending.  Rather,  by  gen- 
erating new  investment  and  creating 
new  jobs,  it  will  increase  productivity 
in  the  Nation  as  a  whole — putting  idle 
hands  to  work,  turning  welfare  recipi- 
ents into  taxpayers,  and  decreasing  pres- 
ent financial  burdens  on  State  and  local 
governments.  And  greater  productivity 
will  result,  in  our  judgment,  in  increased 
overall  Federal  revenues,  even  after  al- 
lowing for  the  tax  relief  afforded  to  busi- 
nesses which  make  the  desired  invest- 
ment. 

X.  THE  NEED  FOR  JOBS 

This  Nation  faces  many  problems. 
Some  are  outside  our  borders,  in  Viet- 
nam, in  the  Middle  East,  in  Latin  Amer- 
ica, and  Africa.  Some  are  almost  beyond 
our  comprehension:  the  awful  potential 
of  the  nuclear  weapon,  the  technical 
complexities  of  air  and  water  pollution, 
the  meaning  of  learning  in  an  age  of 
computers.  But  of  all  our  problems,  none 
is  more  immediate — none  is  more  press- 
ing— none  is  more  omnipresent — than 
the  crisis  of  unemployment  in  every 
major  city  in  the  Nation. 

Trenton,  N.J.,  and  Tacoma,  Wash.; 
Lansing,  Mich.,  and  Louisville,  Ky.;  New 
Haven,  Conn.,  and  New  Orleans,  La.; 
Mobile,  Ala.,  and  Milwaukee,  Wis.;  East 
Harlem  and  East  St.  Louis,  south  Los 


Angeles  and  north  Philadelphia — in  all 
these,  and  in  dozens  more,  are  spreading 
pockets  of  poverty  and  frustration,  an- 
ger, and  despair.  These  cities  are  the 
vital  nerve  centers  of  our  economy  and 
national  life,  the  capitals  of  every  sec- 
tion and  region  of  the  country.  Yet  every 
one,  at  its  core,  has  dangerous  symptoms 
of  decay.  The  poverty  pockets  may  be 
virtually  cities  in  themselves,  areas  of  as 
much  as  350,000  people.  And  throughout 
these  areas :  welfare  and  dependency  are 
becoming  pervasive,  with  the  bill  just 
for  aid  to  dependent  children  rising  to 
over  $500  million  yearly  in  our  five  larg- 
est cities,  $20  million  a  month  in  New 
York  City  alone.  Over  40  percent  of  hous- 
ing is  substandard,  unhealthy,  and  di- 
lapidated. Education  is  failing  their 
children,  with  high  school  dropout 
rates  which  often  reach  nearly  70  per- 
cent. Health  is  poor  and  care  is  inade- 
quate. From  one-third  to  one-half  of  the 
families  live  in  poverty.  These  things 
we  know;  and  we  know  of  all  the  conse- 
quences: of  the  broken  families  and 
stunted  lives,  of  the  crime  and  violence, 
most  tragically  of  the  children  dulled  by 
despair — without  prospects,  without 
hope,  without  the  full  birthright  of 
American  citizenship. 

But  the  measure  of  the  most  serious 
problem  of  urban  poverty — the  crisis  of 
unemployment — is  that  we  do  not  even 
know  how  bad  it  is. 

We  do  know  that  unemployment  in 
the  poverty  districts  is  at  least  three 
times  the  national  rate.  Negroes  in 
Hough,  Mexican  Americans  in  east  Los 
Angeles,  Appalachian  whites  in  Chicago, 
Puerto  Ricans  in  East  Harlem,  Indians 
on  reservations — in  every  section,  among 
Americans  of  every  race  and  background, 
are  groups  of  people  who  have  lived 
through  the  forties  and  fifties,  even 
through  the  booming  sixties,  with  an  un- 
employment rate  worse  than  the  rest  of 
the  Nation  knew  even  in  the  great  de- 
pression of  the  thirties.  Yet  even  this 
does  not  measure  the  full  extent  of  the 
problem. 

Let  us  look  for  a  moment  at  what  basic 
government  statistics  tell  us  about  this 
poverty.  Let  us  look  at  a  typical  ghetto 
in  one  of  our  larger  cities.  It  will  be  a 
hypothetical  area,  representing  the 
average  slum  surveyed  this  winter  by 
the  Department  of  Labor  in  its  special 
study  of  unemployment  in  the  ghetto; 
but  let  us  bear  in  mind  that  conditions 
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among  Puerto  Ricans  and  Mexican- 
Americans  are  even  worse  than  those  in 
those  in  this  "typical"  area.  This  area, 
let  us  assume,  contains  230,000  people — 
larger  than  Hough  or  North  St.  Louis, 
much  smaller  than  Harlem  or  Watts  or 
Bedford-Stuyvesant  or  Southside  Chi- 
cago. Of  this  number,  according  to  Cen- 
sus estimates,  56,000  will  be  adult  men, 
aged  20-64;  but  neither  the  Census  Bu- 
reau nor  the  Labor  Department  can  find 
from  one-fifth  to  one-third  of  these  men 
because  they  have  no  fixed  address,  no 
job;  they  drift  about  the  city,  separated 
from  their  families,  as  if  they  were  of  no 
greater  concern  to  their  fellow  citizens 
than  so  many  sparrows  or  spent  matches. 
Indeed,  a  recent  study  indicates  that  the 
last  census  may  have  "lost"  a  full  10 
percent  of  all  Negroes.  Some  are  "found" 
in  later  life,  when  they  may  settle  down. 
Some  reappear  in  our  statistics  only  at 
death.  Others  remind  us  of  their  pres- 
ence when  we  read  of  rising  crime  rates. 
Some,  undoubtedly,  participate  in  the 
riots  which  flash  over  our  television 
screens  and  newspaper  front  pages.  We 
are  all  aware  of  them  then. 

A  total,  then,  of  56,000  adult  men — 
of  whom  from  11,000  to  19,000  are  in 
the  lost  battalions;  an  average  of  15,000 
missing  and  idle  men.  Of  the  average 
41,000  whom  the  Labor  Department  can 
find,  over  11  percent  are  not  in  the  labor 
force;  they  do  not  work,  they  have 
stopped  looking  for  work;  there  is  no 
work  for  them.  Thus  another  4,500  of  the 
men  in  this  area  are  out  of  the  labor 
force — which  then  numbers  36,500.  Of 
these  36,500,  10  percent — 3,600 — are  offi- 
cially counted  by  the  Labor  Department 
as  unemployed.  For  every  person  so  un- 
employed now,  of  course,  two  more  will  be 
out  of  work  during  the  year;  but  we  will 
count  only  the  3,600  unemployed  now — 
which  means  that  32,900  adult  men  are 
at  work.  Of  these,  says  the  Department, 
2,300  are  only  working  part-time,  though 
they  want  and  need  full-time  work;  thus 
30.600  work  full-time.  Of  these,  again 
according  to  the  special  Labor  Depart- 
ment survey,  at  least  6,100  make  less 
than  $60  a  week — below  the  poverty  line, 
of  course,  but  also  below  what  a  family 
with  four  children  receives  on  welfare 
in  many  cities. 

Thus  of  the  56,000  adult  men  in  this 
typical  area — by  official  government 
statistics — only  24,500,  just  43.7  percent, 
have  full-time  employment  which  pays 
more  than  $60  a  week.  Only  30,600, 
barely  a  majority,  have  full-time  work 
at  any  rate  of  pay.  Less  than  three  out 
of  five  have  any  work  at  all.  This  judg- 
ment has  been  confirmed  by  every  board 
and  commission,  expert  and  amateur, 
official  and  layman,  which  has  examined 
the  problem.  The  McCone  Commission 
looked  at  Los  Angeles — and  said  that  the 
most  serious  problem  in  Watts  is  unem- 
ployment. The  Wall  Street  Journal 
looked  at  Oakland  and  said  that  the  core 
of  Oakland's  plight  is  unemployment. 
Kenneth  Clark's  pioneering  Haryou 
study  looked  at  Harlem — and  said  that 
Harlem's  key  problem  is  unemployment. 

This  should  not  be  strange  to  us. 

In  an  age  of  increasing  complaints 
about  the  welfare  state,  it  is  well  to  re- 
member that  less  than  25  percent  of 
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those  living  in  poverty  receive  public  as- 
sistance. We  earn  our  livings,  support 
our  families,  purchase  the  comforts  and 
ease  of  life  with  work.  To  be  without  it 
is  to  be  less  than  a  man — less  than  a 
citizen — hardly,  in  a  real  sense,  to  be  a 
father  or  brother  or  son,  to  have  any 
identity  at  all.  To  be  without  function, 
without  use  to  our  fellow  citizens,  is  to 
be  in  truth  the  "invisible  man"  of  whom 
Ralph  Ellison  wrote  so  eloquently — the 
man  who  John  Adams  said  a  century  and 
a  half  ago,  suffers  the  greatest  possible 
humiliation — "he  is  simply  not  seen." 

The  crisis  in  unemployment,  therefore, 
is  significant  far  beyond  its  economic 
effects — devastating  as  those  are.  For  it 
is  both  measure  and  cause  of  the  extent 
to  which  the  poor  man  lives  apart — the 
extent  to  which  he  is  alienated  from  the 
general  community.  More  than  segrega- 
tion in  housing  and  schools,  more  than 
differences  in  attitudes  or  life  style,  it  is 
unemployment  which  marks  the  urban 
poor  off  and  apart  from  the  rest  of  Amer- 
ica. Unemployment  is  having  nothing  to 
do — which  means  having  nothing  to  do 
with  the  rest  of  us. 

Indeed,  the  effects  go  deeper — into  the 
very  heart  of  life,  into  the  structure  of 
the  family  and  the  souls  of  men.  As 
Richard  Cloward  has  said: 

Men  for  whom  there  are  no  jobs  will 
nevertheless  mate  like  other  men,  but  they 
are  not  so  likely  to  marry.  Our  society  has 
preferred  to  deal  with  the  resulting  female- 
headed  families  not  by  putting  the  men  to 
work  but  by  placing  the  unwed  mothers  and 
children  on  public  welfare — substituting 
check-writing  machines  for  male  wage- 
earners.  By  this  means  we  have  robbed  men 
of  manhood,  women  of  husbands,  and  chil- 
dren of  fathers.  To  create  a  stable  monoga- 
mous family,  we  need  to  provide  men  with 
the  opportunity  to  be  men,  and  that  in- 
volves enabling  them  to  perform  occupa- 
tionally. 

But  this  is  what  we  have  not  done. 
This  simple  task — affording  men  the  op- 
portunity to  contribute  to  themselves,  to 
support  their  families,  to  contribute  to 
their  community — this  is  the  task  we 
have  failed  to  accomplish.  Most  of  all 
we  have  failed  for  the  young  men  of  the 
poverty  ghetto,  who  struggle  with  un- 
employment rates  of  forty  and  fifty  per- 
cent and  more.  In  the  city  of  Buffalo 
last  month,  there  were  serious  riots — as 
there  had  been  before  in  21  cities  in  a 
dozen  States.  And  what  was  the  revolu- 
tionary cause,  what  were  the  incendiary 
slogans  these  young  men  shouted?  They 
did  not  ask  for  welfare.  They  did  not 
want  gifts.  They  were  not  concerned 
with  the  mayor,  or  the  police,  or  the 
schools.  "Jobs,"  they  said.  "Give  us 
work."  They  asked  only  for  the  chance 
to  contribute  to  this  Nation,  to  do  their 
part  as  others  do.  That  is  the  least 
chance  we  can  afford  to  our  fellow  Amer- 
icans. 

II.  THE   NEED  FOR  PRIVATE  ENTERPRISE 
PARTICIPATION 

In  the  last  7  years,  we  have  tried  to 
solve  this  terrible  problem.  Almost  every 
Congress  has  enacted  another  bill  de- 
signed to  put  people  to  work:  the  Area 
Redevelopment  Act,  the  Manpower  De- 
velopment and  Training  Act,  the  Invest- 
ment Credit  Act,  the  Economic  Develop- 


ment Act,  and  the  landmark  Elementary 
and  Secondary  Education  Act,  to  provide 
the  educational  base  which  is  often  so 
sadly  neglected.  But  as  President  John- 
son reminded  us  in  his  great  Howard 
University  address  of  1966,  the  test  is 
results:  whether  we  in  fact  achieve  true 
equality  of  opportunity  for  all  our  people. 
And  by  that  test,  our  past  measures,  nec- 
essary and  effective  as  they  have  often 
been,  have  not  been  adequate  to  the 
urban  crisis.  For  the  fact  is  that  despite 
all  our  efforts,  despite  the  uninterrupted 
rise  in  prosperity  experienced  by  the  rest 
of  the  Nation  these  past  7  years,  the  1967 
manpower  report  states  flatly  that : 

Economic  and  social  conditions  are  getting 
worse,  not  better,  in  slum  areas. 

Between  April  1960  and  November 
1966,  the  proportion  of  adult  men  in  the 
work  force  in  these  areas  dropped  from 
74  to  65  percent.  From  1960  to  1965,  while 
family  income  nationwide  was  increas- 
ing by  14  percent,  family  income  in 
Watts — and  probably  in  other  compar- 
able areas — dropped  by  8  percent.  From 
June  of  1965  to  June  of  1966,  according  to 
the  Department  of  Labor,  950,000  new 
jobs  were  created  for  young  men.  But 
only  33,000,  about  3.7  percent,  went  to  the 
youth  of  the  poverty  ghetto. 

Many  analysts  have  tried  to  explain 
why  our  present  efforts  have  failed  to 
provide  adequate  employment  for  the 
poverty  areas.  The  Subcommittee  on  Ex- 
ecutive Reorganization  heard  dozens  of 
witnesses  with  varying  answers ;  and  cer- 
tainly all  agreed  that  there  is  no  single 
cause — that  improved  programs  for  edu- 
cation, for  political  organization,  for 
training,  for  housing,  all  must  play  their 
part. 

But  if  there  is  one  single  shortcoming, 
one  thing  we  have  done  hardly  at  all,  it  is 
to  enlist  the  energies  and  resources  and 
talents  of  private  enterprise  in  this  most 
urgent  national  effort.  Our  training  pro- 
grams, our  educational  programs,  our 
poverty  programs,  our  housing  pro- 
grams— all  these  have  been  Government 
financed,  and  most  have  bfeen  Govern- 
ment run.  They  have  been  designed  in 
Washington.  Their  funds  have  been  voted 
by  appropriation.  Their  implementation 
has  been  through  Government  agencies 
existing  or  newly  created.  I  have  sup- 
ported these  efforts,  and  called  for  their 
expansion.  I  have  believed,  and  continue 
to  believe,  that  while  improvement  in 
their  organization  and  function  is  needed, 
they  are  often  worth  while  and  necessary, 
and  deserve  far  greater  support  than  they 
now  receive.  But  their  strongest  advocate 
must  admit  that  they  are  not  enough. 

To  rely  exclusively,  even  primarily,  on 
Government  efforts  is  not  only  to  ignore 
the  shaping  traditions  of  American  life 
and  politics.  To  ignore  the  potential  con- 
tribution of  private  enterprise  is  to  fight 
the  war  on  poverty  with  a  single  pla- 
toon, while  great  armies  are  left  to  stand 
aside.  For  private  enterprise  is  not  just 
another  part  of  America;  in  a  significant 
sense,  private  enterprise  is  the  very 
sinew  and  strength  of  America.  Our  pro- 
ductive assets,  our  machines  and  money 
and  plants  are  owned  by  private  enter- 
prise. The  entire  intricate  chain  of  the 
economy — the  means  by  which  we  join 
with  our  fellows  to  produce  goods  and 
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roads,  to  bring  food  to  our  tables  and 
clothes  to  our  backs — all  this  is  organized 
by  private  enterprise.  Private  enterprise 
has  built  our  cities,  and  industries;  It 
ihas  created  jobs  for  over  60  million 
Americans  now  at  work.  But  it  has  not 
rebuilt  the  centers  of  poverty,  nor  put 
their  people  to  work.  And  in  my  judg- 
ment, the  lack  of  private  enterprise  par- 
ticipation is  the  principal  cause  for  our 
failure  to  solve  the  problem  of  employ- 
ment in  urban  poverty  areas. 

It  is  not  for  want  of  a  sense  of  respon- 
sibility, nor  out  of  willful  ignorance,  that 
private  enterprise  has  not  played  its  full 
role.  The  Subcommittee  on  Executive  Re- 
organization heard  from  many  business- 
men aware  of  the  challenge  and  eager  to 
meet  it.  Corporations  such  as  Smith 
Kline  &  French  in  Philadelphia,  U.S. 
Gypsum  in  New  York,  and  U.S.  Plywood 
in  Cleveland,  have  begun  their  own  ex- 
periments in  the  Nation's  war  on  pov- 
erty. The  National  Association  of  Manu- 
facturers is  carrying  out  an  interesting 
and  seemingly  successful  job-training 
program.  It  has  been  my  own  privilege 
over  the  last  year  to  work  with  a  group 
of  unusually  concerned  and  energetic 
businessmen,  together  with  the  local 
community,  in  a  major  effort  to  develop 
the  Bedford-Stuyvesant  area  of  Brookyn. 
I  know  at  first  hand  the  ability  and  spirit 
of  these  men,  and  of  their  wish  to  en- 
gage the  resources  of  their  corporations 
for  the  benefit  of  the  other  Americans. 

And  in  recent  months,  I  have  talked 
with  other  businessmen  and  academi- 
cians, labor  leaders,  and  city  planners. 
Almost  unanimously,  they  have  agreed 
on  two  related  propositions.  First,  pri- 
vate enterprise  must  invest  its  resources 
in  poverty  areas.  Second,  it  must  receive 
assistance  from  Government  to  do  so.  As 
David  Rockefeller  told  us  in  his  testi- 
mony before  the  Executive  Reorganiza- 
tion Subcommittee,  Government  must 
encourage  investment  in  poverty  areas 
just  as  it  tries  to  encourage  it  In  de- 
veloping countries.  And  Prof.  Herbert 
Gans  sumed  up  the  necessary  steps  we 
must  take  when  he  testified  that — 

Since  incorporating  the  poor  into  the  afflu- 
ent society  Is  a  new  venture,  the  Federal 
government  must  take  the  Initiative  and 
provide  that  mixture  of  risk-reducing  incen- 
tives .  .  .  needed  to  get  the  Incorporation  of 
the  poor  underway. 

Private  corporations,  after  all,  are  re- 
sponsible to  their  stockholders.  Large- 
scale  investment  in  poverty  areas  will 
certainly  be  more  costly  and  difficult  than 
investment  elsewhere;  that,  after  all,  is 
why  investment  has  not  taken  place  in 
these  areas  in  the  past.  Land,  transpor- 
tation, insurance  against  fire  and  van- 
dalism, training  of  workers,  extra  super- 
vision— all  these  are  so  costly  in  poverty 
areas  as  to  make  investment  there,  under 
present  conditions,  uneconomical.  If  pri- 
vate enterprise  is  to  play  its  full  part  in 
poverty  areas,  therefore,  it  must  have 
the  support  of  Government  to  help  make 
up  for  the  increased  costs. 

III.  PRIVATE  ENTERPRISE  PARTICIPATION  I 
THE  MECHANICS 

In  what  way  should  private  enterprise 
now  be  encouraged  to  join  the  fight 
against  unemployment?  For  us,  the  an- 
swer is  simple  and  direct:  it  should  cre- 

270-972— fi£>87 


ate  new  Jobs,  and  hire  and  train  unem- 
ployed and  poor  people  to  fill  them.  The 
actual  creation  of  new  Jobs  is  the  single 
greatest  lack  in  present  programs.  And 
the  lack  of  job  opportunities  handicaps 
all  other  efforts.  Education  programs  are 
hurt  when  students  see  their  fathers  and 
older  brothers  idle;  if  no  jobs  are  wait- 
ing, they  ask,  why  bother  with  educa- 
tion? The  same  lack  of  jobs  has  caused 
high  dropout  rates  from  Job-training 
programs.  Housing  programs  suffer 
when  unemployment  causes  overcrowd- 
ing. The  need  is  for  Jobs  and  income, 
now.  And  the  creation  of  new  jobs,  new 
productive  enterprise,  is  the  task  that 
private  business  can  and  must  under- 
take. 

The  next  question  is  where  these  jobs 
should  be  created.  Our  answer  is  that  to 
have  a  maximum  Impact  on  the  prob- 
lems of  the  urban  poor,  the  new  enter- 
prises must  be  established,  the  new  jobs 
must  be  created,  in  the  urban  poverty 
areas.  There  are  four  principal  reasons 
for  so  limiting  the  choice  of  sites. 

First,  we  know  that  at  the  present 
time,  large  numbers  of  the  urban  poor 
cannot  be  induced  to  take  jobs  away 
from  the  areas  in  which  they  live.  Secre- 
tary of  Labor  Willard  Wirtz  told  the 
Executive  Reorganization  Subcommittee 
that  "most  of  the  unemployed  in  the 
slums"  are  so  "conditioned  by  a  cen- 
tury of  insecurity"  that  even  distances 
of  "more  than  six  or  eight  blocks  away 
from  where  they  live"  create  a  severe 
problem;  and  most  new  job  openings 
are,  of  course,  much  more  than  a  few 
blocks  outside  poverty  areas. 

Second,  even  if  we  could  induce  the 
urban  poor  to  commute  to  jobs  far  out- 
side their  areas,  most  cities  lack  the 
mass  transportation  facilities  to  take 
them  to  and  from  their  place  of  work  at 
a  price  they  can  afford  to  pay.  The  De- 
partment of  Labor  has  found  that  "pres- 
ent transportation  systems  are  both  in- 
adequate and  too  expensive  to  bring  the 
slum  residents  to  these  jobs."  Nor  is  in- 
expensive housing  available,  or  likely 
soon  to  be  available,  near  the  new  job 
openings  that  do  exist. 

Third,  the  location  of  new  industrial 
facilities  in  urban  poverty  areas  will 
have  an  important  "multiplier"  effect  on 
the  creation  of  jobs.  New  auxiliary  busi- 
nesses will  be  spunoff  in  the  same  area  to 
service  the  needs  of  the  primary  facility. 
New  retail  and  service  facilities — res- 
taurants and  food  stores,  barbershops, 
dry  cleaners,  and  clothing  stores — will  be 
required  to  satisfy  the  demands  of  the 
workers  at  the  primary  establishment. 
Depending  upon  the  area.  I  have  re- 
ceived estimates  that  for  every  three  jobs 
created  in  a  primary  facility,  from  two  to 
three  additional  jobs  may  be  created  in 
secondary  and  service  facilities  nearby. 
Each  of  these  derivative  jobs  and  entre- 
preneurial opportunities  will  be  open  to 
poverty  area  residents,  without  further 
Government  action. 

Fourth,  location  of  investment  and 
jobs  within  poverty  areas  is  important 
for  its  own  sake.  Partly,  it  is  important 
to  end  these  areas'  isolation — to  bring 
not  just  individual  residents,  but  the  en- 
tire community,  back  into  contact  with 
the  mainstream  of  American  life.  For 


another  part,  it  is  Important  that  chil- 
dren and  young  people  see  change  and 
development  take  place  through  the 
work  of  their  own  fathers  and  brothers — 
providing  concrete  hope  through  liu:  | 
example.  And  for  another  part,  it  is  vital 
that  poverty  areas,  like  other  communi- 
ties, be  able  to  develop  a  sense  of  joint 
community  achievement  and  purpose. 

This  is  not  to  say  that  this  Nation 
need  not  strive  for  an  open  society.  In 
which  the  residents  of  poverty  areas,  and 
in  particular  residents  of  the  Negro  ghet- 
to, who  have  achieved  financial  and  so- 
cial security,  have  complete  freedom  to 
choose  where  they  will  live  and  work. 
That  is  birthright  for  all  of  us;  and  it 
must  be  achieved.  But  I  believe  that  it 
is  far  more  important  that  the  vast  ma- 
jority of  our  urban  poor  be  enabled  to 
achieve  basic  financial  stability  and  a 
sense  of  dignity  and  security  where  they 
live  now.  That  is  the  indispensable  first 
step  toward  the  full  freedom  of  citizen- 
ship. 

IV.  INCENTIVES 

To  encourage  the  creation  of  new  en- 
terprise, the  investment  of  capital  in  ur- 
ban poverty  areas,  we  require  an  ade- 
quate system  of  incentives.  To  devise 
such  a  system,  I  have  talked  with  econo- 
mists, tax  experts,  city  planners,  and 
business  leaders  alike.  Their  expert 
knowledge  and  the  previous  experiences 
of  our  Government,  and  the  government 
of  the  Commonwealth  of  Puerto  Rico  in 
attempting  to  induce  industrial  invest- 
ment in  specified  geographical  areas, 
lead  to  the  conclusion  that  the  most 
simple,  efficient,  and  effective  vehicle  for 
encouraging  such  investment  is  the  en- 
actment of  a  system  of  tax  incentives. 

The  concept  of  government  incentives 
to  induce  desired  investments  by  private 
industry  is  neither  new  nor  radical. 
Rather  it  is  a  concept  honored  by  prac- 
tice since  the  founding  of  the  Republic. 
From  1792  until  well  into  the  1830's.  the 
bulk  of  Federal  expenditure  was  de- 
voted to  creating  and  inducing  Internal 
improvements,  particularly  the  roads  and 
canals  which  opened  up  new  territory 
for  settlement.  Throughout  the  19th 
century.  Government  induced  the  build- 
ing of  railroads,  including  the  great 
transcontinental  roads,  by  offering  lib- 
eral grants  of  land  on  either  side  of  the 
right-of-way;  the  railroads  sold  this 
land  to  help  repay  their  investment.  In 
this  century,  similar  practices  have  ex- 
tended into  every  corner  of  our  economy. 
To  increase  exports,  we  created  an  Ex- 
port-Import Bank,  which  guarantees 
and  insures  foreign  sales  on  credit.  To 
induce  the  maintenance  of  a  strong 
merchant  marine,  we  subsidize  the  build- 
big  and  purchasing  of  ships.  To  assist  in 
the  task  of  international  development, 
we  guarantee  American  private  invest- 
ment in  foreign  nations. 

Even  more  than  with  such  direct  in- 
ducements we  have  used  the  tax  laws  as 
a  means  of  persuading  private  citizens 
and  enterprises  to  invest  in  desired  ■ . 
at  desired  times,  and  ui  desired  locations. 
To  encourage  long-term  investment,  we 
tax  capital  gains  at  half  the  normal 
rate.  To  encourage  charitable  contribu- 
tions, we  allow  them  to  be  deducted  from 
current  income.  To  encourage  oil  and 
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mineral  production,  we  offer  depletion 
allowances.  To  encourage  the  building  of 
grain-storage  facilities  and  defense 
plants,  we  have  offered  faster-than-nor- 
mal  depreciation  rates.  To  encourage  in- 
vestment in  capital  goods  as  opposed  to 
inventory  or  consumption,  we  have  al- 
lowed tax  credits  for  such  investment; 
suspended  that  credit  when  we  wished  to 
slow  investment  down;  and,  just  recent- 
ly reinstated  it  is  order  to  speed  invest- 
ment up  again. 

The  principle  that  the  tax  code  may 
be  used  to  induce  certain  investment  ap- 
plies to  questions  of  investment  location 
as  well  as  to  the  fact  of  investment. 
This  has  been  recognized  by  both  Presi- 
dent Kennedy  and  President  Johnson. 
Each  has  supported  tax  credits,  as  high 
as  30  percent,  to  induce  American  pri- 
vate enterprise  to  invest  in  underdevel- 
oped countries.  In  the  Foreign  Invest- 
ment Credit  Act  introduced  by  Congress- 
man Bogg.  and  in  the  pending  treaties 
with  Thailand  and  Israel,  the  concept  of 
tax  incentives  for  qualifying  businesses 
has  been  stressed  as  the  key  to  helping 
less-developed  nations  reach  economic 
stability. 

That  such  tax  incentives  can  prove  ef- 
fective in  attracting  investment  capital 
is  demonstrated  by  Puerto  Rico's  Opera- 
tion Bootstrap.  There,  a  system  of  tax 
exemptions,  carefully  protected  by  our 
own  Internal  Revenue  Code,  has  helped 
just  since  1948  to  set  up  over  1,100  plants 
and  factories.  Manufacturing  income 
has  increased  by  more  than  600  percent; 
per  capital  income  has  risen  300  percent; 
the  number  of  workers  engaged  in  man- 
ufacturing has  almost  tripled.  The 
economy  of  this  little  island  has  grown  at 
at  an  annual  rate  of  over  9  percent — a 
rate  which  far  surpasses  the  economic 
growth  of  the  United  States  as  a  whole. 

Of  course,  exceptional  tax  incentives 
should  not  be  lightly  given.  Any  excep- 
tion and  departure  from  a  uniform  tax 
base  should  be  required  to  meet  two  tests. 
First,  as  President  Kennedy  said  in  sub- 
mitting the  original  investment  credit 
bill,  we  must  ask  if  the  provision  will 
"promote  desirable  social  or  economic 
objectives  of  overriding  importance." 
Second,  if  certain  preferential  tax  treat- 
ment is  to  be  given  to  certain  members 
of  a  class,  then  we  must  be  sure  that 
these  benefits  are  not  creating  a  special, 
privileged  group,  but  are  only  compen- 
sating for  additional  risks  and  burdens. 
As  Prof.  Robert  Hellawell,  of  Columbia 
Law  School,  has  succinctly  noted: 

Whether  a  tax  provision  violates  tax 
equity  depends  largely  on  whether  it  seems 
fair.  It  is  fair  if  it  justifiably  compensates 
an  individual  for  taking  a  lower  than  nor- 
mal return,  a  greater  than  normal  risk,  or 
perhaps  a  greater  than  normal  expenditure 
of  executive  time  and  energy. 

In  my  judgment,  tax  incentives  for  in- 
vestment in  ghetto  areas  meet  both  of 
these  criteria.  Certainly  they  will  pro- 
mote a  "desirable  objective"  of  "over- 
riding importance" — the  employment 
and  self-sufficiency  of  American  citi- 
zens, and  the  improvement  of  conditions 
in  our  most  important  cities.  Moreover, 
they  are  fair.  They  insure  nothing  more 
than  a  reasonable  return  to  those  who 
will  face  the  higher  costs  and  the  labor 


problems  involved  in  establishing  facili- 
ties within  ghetto  areas ;  they  do  no  more 
than  compensate  business  for  the  costs 
and  uncertainties  of  remedial  training, 
difficult  transportation,  possible  vandal- 
ism or  fire  damage,  and  extra  executive 
time  and  effort. 

V.  THE  BILL 

The  bill  that  the  Senator  from  Kansas 
and  I  are  now  introducing  builds  upon 
all  of  these  past  experiments.  Its  objec- 
tive is  to  foster  a  partnership  between 
private  industry,  the  Federal  Govern- 
ment, and  our  major  cities  in  coping  with 
the  unemployment  which  scars  and  crip- 
ples the  urban  poverty  area.  To  accom- 
plish this  objective,  the  bill  provides: 

First.  The  various  incentives  will  ap- 
ply not  to  relocating  businesses,  but  only 
to  companies  which  will  construct  new 
facilities,  or  expand  existing  ones,  in 
urban  poverty  areas.  In  short,  it  will 
create  new  jobs.  The  qualifying  areas 
are  those  that  are  presently  shown  on 
maps  of  standard  metropolitan  statisti- 
cal areas  of  over  250,000  people,  prepared 
for  the  Office  of  Economic  Opportunity 
by  the  Bureau  of  the  Census.  These  193 
areas  in  37  States  will  be  supplemented 
by  permitting  the  Secretary  of  Housing 
and  Urban  Development,  in  cooperation 
with  the  Secretary  of  Labor  and  the  Sec- 
retary of  Commerce,  to  add  specific  pov- 
erty areas  in  which  industrial  facilities 
are  needed  in  any  place  classified  as 
urban  by  the  Bureau  of  Census. 

Although  this  classification  will  reach 
the  great  majority  of  poor  people,  and 
encompass  concentrated  corners  of  pov- 
erty in  all  States,  it  will  admittedly  not 
touch  every  part  of  America  that  needs 
assistance.  For  it  will  not  help  reduce  the 
hunger  and  despair  of  America's  rural 
poor — in  Appalachia,  the  Mississippi 
Delta,  or  the  harsh  lands  of  the  South- 
west. Many  of  these  areas,  of  course,  are 
already  eligible  for  assistance  under  the 
Economic  Development  Act.  Moreover, 
incentives  to  encourage  location  in  ur- 
ban poverty  areas  might  be  largely 
vitiated  if  they  were  to  be  applied  to  all 
areas  of  the  country.  And  these  areas  are 
not  presently  handicapped  by  many  of 
the  cost  factors — such  as  high-priced 
land  and  congested  transportation — 
which  afflict  urban  poverty  areas,  and 
which  it  is  the  aim  of  this  bill  to  compen- 
sate for. 

Still,  one  exception  to  the  urban  limita- 
tion is  provided  in  this  bill:  the  reserva- 
tions on  which  tens  of  thousands  of 
American  Indians  sit  in  idleness  and  dis- 
ease and  hunger,  their  lives  even  more 
desperate  than  those  of  the  urban  Negro 
or  Puerto  Rican  or  Mexican  American. 
The  problems  of  American  Indians  do 
not  perhaps  strike  us  with  the  same  ur- 
gency, the  same  sense  of  imminent  dan- 
ger, as  do  the  problems  of  the  central 
city.  But  so  terrible  is  their  condition — 
so  badly  have  we  failed  in  our  respon- 
sibility to  them — that  it  would  be  grossly 
unfair  to  encourage  investment  in  any 
part  of  America  without  doing  at  least 
as  much  for  investment  and  job  creation 
on  Indian  reservations. 

Second.  Those  cities,  encompassing  ur- 
ban poverty  areas,  which  decide  to  par- 
ticipate in  the  program — and  it  shall  be 
a  matter  of  individual  choice  for  each 


city — shall  serve  the  same  function  that 
the  Economic  Development  Administra- 
tion does  in  Puerto  Rico:  to  be  not 
merely  a  passive  recipient  of  Federal  pro- 
grams, but  an  active  participant  in  them. 
Thus,  under  the  bill,  each  city,  and  not 
the  Federal  Government,  will  determine 
the  speed  and  intensity  of  new  indus- 
trial investment  within  its  poverty  areas. 

Third.  The  business  which  has  received 
approval  from  the  municipality  and  has 
agreed  to  a  site  for  its  facility  shall  ac- 
cept certain  conditions  incorporated  in  a 
certificate  issued  by  the  Secretary  of 
Housing  and  Urban  Development,  in  co- 
operation with  the  Secretary  of  Labor 
and  the  Secretary  of  Commerce.  The 
corporation  shall  agree  to  meet  certain 
building  standards,  keep  records  con- 
cerning its  employees  and  its  expenses, 
and  pay  wages  comparable  to  those  paid 
by  its  competitors  in  the  same  locale. 
Most  importantly  the  business  shall 
agree  that  at  least  two-thirds  of  all  of  its 
workers  in  the  certified  facility  shall  be 
either  residents  of  the  poverty  area,  or 
low-income  unemployed  individuals. 
The  bill  also  provides,  as  a  safeguard 
against  insubstantial  or  fly-by-night  op- 
erators, that  the  facility  must  employ 
a  minimum  total  of  50  workers — re- 
duced to  25  in  cities  of  under  50,000  per- 
sons and  on  Indian  reservations.  But  if  a 
lower  minimum  is  found  to  be  an  ade 
quate  safeguard,  I  would  favor  that  lower 
requirement,  in  order  to  attract  the  par- 
ticipation of  as  wide  a  segment  of  Ameri- 
can business  as  possible. 

Fourth.  The  only  qualifying  businesses 
shall  be  those  which  will  hire  a  signifi- 
cant number  of  unskilled  or  semiskilled 
workers  and  which  do  not  directly  com- 
pete with  local  entrepreneurs.  The  bill 
therefore  covers  manufacturers,  pro- 
ducers, and  distributors,  but  does  not 
apply  to  any  retailers.  Thus  it  offers  in- 
ducements to  electronics  manufacturers 
who  sell  in  the  general  economy — but  not 
to  television  retailers  who  might  compete 
with  existing  stores  in  the  poverty  area. 
It  offers  assistance  to  a  drug  wholesaler 
serving  an  entire  metropolitan  area — but 
not  to  a  drugstore  which  competes  for  the 
scarce  dollars  of  the  local  poor.  Its  provi- 
sions also  cover  construction  firms  that 
will  locate  in  urban  poverty  areas,  hire 
local  workers,  and  engage  in  construction 
within  those  areas. 

Fifth.  The  working  force  hired  by  the 
qualifying  employer  will  be  trained  under 
the  auspices  of  the  Department  of  Labor. 
Such  training  will  differ  from  the  usual 
present  pattern,  since  it  will  not  involve 
groups  of  men  being  prepared  for  certain 
trades,  with  placement  to  follow  in  the 
uncertain  future;  rather  it  will  be  aimed 
at  giving  specific  individuals  the  skills 
to  fill  specific  positions.  The  actual 
training  will  be  done  either  by  local 
agencies,  or  by  the  employer  himself, 
who  will  receive  funds  to  cover  his  costs 
from  the  Department  of  Labor.  To  meet 
training  costs  and  allowances,  a  $20  mil- 
lion appropriation  will  be  needed  for  next 
year.  In  the  years  thereafter,  Congress 
shall  appropriate  such  amounts  as  may 
be  necessary. 

Sixth.  Any  qualifying  business  shall 
receive  the  following  tax  incentives  dur- 
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ing  the  10  years  immediately  following 
the  time  that  it  begins  operations: 

A  10-percent  credit  on  machinery  and 
equipment,  in  lieu  of  the  normal  maxi- 
mum 7-percent  credit. 

A  7-percent  credit  on  expenditures  for 
constructing  an  industrial  facility  or  for 
leasing  space  for  a  qualifying  business. 

A  credit  carryback  0f  3  taxable  years 
and  a  carryover  of  10  taxable  years. 

A  useful  life,  for  purposes  of  deprecia- 
tion, of  66%  percent  of  the  normal  useful 
life  applicable  to  real  and  personal  prop- 
erty. 

A  net  operating  loss  carryover  of  10 
taxable  years. 

A  special  deduction  of  an  additional 
25  percent  of  the  salaries  paid  to  all 
workers  hired  to  meet  the  requirements 
of  this  act. 

Three  characteristics  of  these  incen- 
tives are  worthy  of  particular  attention. 

First,  they  are  carefully  directed  at  the 
particular  problem  of  investment  in  pov- 
erty areas.  The  existing  tax  credit  for 
machinery  is  extended  to  facility  con- 
struction, to  allow  for  the  fact  that  most 
enterprises  will  have  to  build  new  facili- 
ties, rather  than  simply  expand  existing 
facilities.  The  carryover  and  carryback 
provisions  are  lengthened  to  10  years,  to 
allow  for  the  likelihood  that  develop- 
ment of  profits  will  take  longer  than 
usual.  The  special  deduction  for  wages 
and  salaries  will  encourage  intensive  use 
of  labor,  thus  putting  relatively  more 
men  to  work,  as  opposed  to  machinery, 
in  relation  to  a  given  volume  of  pro- 
duction. 

Second,  these  provisions  are  drafted 
so  as  to  introduce  a  minimum  of  new 
complexity  into  the  Internal  Revenue 
Code.  All  except  the  special  deduction 
for  wages  and  salaries  are  directly  mod- 
eled on  existing  code  sections.  They  will 
therefore  be  simple  to  understand  and 
use,  for  businessmen  and  tax  officials 
alike. 

Third,  they  will  be  effective.  Invest- 
ment credits  and  accelerated  deprecia- 
tion, and  the  other  elements  of  this  sys- 
tem, have  proven  their  ability  to 
stimulate  new  investment  both  in  Europe 
and  in  the  United  States.  George  Ter- 
borgh  of  the  Machinery  and  Allied 
Products  Institute  has  estimated  that  the 
existing  tax  credit,  together  with  a  15- 
percent  reduction  in  useful  life  for  de- 
preciation purposes,  afford  about  a  20- 
percent  increase  in  the  normal  rate  of 
return.  The  extended  tax  credit  in  this 
bill,  together  with  the  33-percent  reduc- 
tion in  useful  life,  would  double  that  in- 
crease if  available  outside  poverty  areas; 
in  the  conditions  under  which  they  will 
actually  be  available,  for  investment  in 
poverty  areas,  these  incentives  should 
produce  a  return  at  least  equivalent  to 
that  under  the  most  favorable  conditions 
outside  these  areas. 

Seventh.  If  the  qualified  business  fails 
to  hold  its  real  or  personal  property  for 
stipulated  periods  of  10  and  4  years  re- 
spectively then  all  credits  allowed  for 
expenditures  on  this  property  shall  be 
recovered  by  the  Treasury.  If  the  quali- 
fied business'  certificate  is  terminated  by 
the  Secretary  of  Housing  and  Urban  De- 
velopment, then  an  amount  equal  to  the 
credits  taken  during  the  last  3  years, 
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and  to  all  special  salary  deductions, 
shall  also  be  recoverable.  These  particu- 
lar proposals  are  not  the  only  possible 
mechanisms  for  safeguarding  the  public 
interest.  If  these  sanctions  are  too  strict 
or  too  lenient,  and  if  others  are  found  to 
be  more  consistent  with  the  purposes  of 
this  act,  I  shall  be  glad  to  support  the 
relevant  changes. 

Eighth.  No  certificate  shall  be  issued 
without  prior  consultation,  including  a 
public  hearing,  with  the  residents  of  the 
poverty  area  affected. 

Ninth.  No  certificates  shall  be  issued 
by  the  Secretary  of  the  Treasury  after 
this  act  has  been  in  existence  for  10 
years  unless  the  Congress  decides  to  ex- 
tend the  applicability  of  its  provisions. 

VI.  COSTS   AND  BENEFITS 

Any  proposal  for  tax  credits  and  de- 
ductions should  be  carefully  considered 
with  respect  to  its  costs.  Will  there  be  a 
revenue  loss?  Or  will  costs  be  more  than 
made  up  by  the  benefits? 

I  believe  that  this  bill  will  in  fact  pay 
for  itself ;  that  it  will  not  result  in  a  net 
revenue  loss.  Rather,  if  successful,  it  will 
bring  substantial  benefits  to  the  Treas- 
ury, to  State  and  local  governments,  to 
the  economy  in  general — and  to  tens  of 
thousands  of  individual  Americans. 

It  is  of  course  impossible  to  estimate 
with  any  precision  the  extent  to  which 
businessmen  and  firms  will  take  advan- 
tage of  these  incentives;  that  will  be  the 
product  of  thousands  of  individual  busi- 
ness decisions.  But  what  can  be  clearly 
demonstrated,  I  believe,  is  that  to  what- 
ever extent  the  bill  is  used,  the  result 
will  be  a  net  benefit  to  the  Treasury,  and 
to  the  Nation.  To  make  this  demonstra- 
tion, we  can  analyze  a  hypothetical  case 
of  a  single  business  firm  under  the  bill; 
but  recognizing  that  these  calculations 
are  themselves  only  rough  approxima- 
tions, we  will  err  on  the  side  of  con- 
servatism. 

Assume,  then,  a  firm  which  invests  $1 
million  in  a  poverty-area  enterprise,  split 
equally  between  plant  and  equipment. 
The  tax  credit  allowed  against  the  plant 
will  be  7  percent,  or  $35,000.  Against  the 
equipment,  under  law  now  in  effect,  an 
average  credit  of  about  5  percent  would 
be  allowed.  Under  this  bill,  a  10  percent 
credit  would  be  allowed — an  increase  of 
5  percent,  or  $25,000.  The  total  tax  credit 
would  be  $85,000;  the  credit  attributable 
to  this  bill,  $60,000. 

Assume  further  that  this  investment 
creates  50  new  jobs.  This  is,  in  fact,  a 
very  conservative  assumption,  since  the 
Department  of  Commerce  informs  me 
that  the  average  production  job  now  re- 
quires about  $11,000  in  capital  invest- 
ment; we  are  allowing,  for  this  hypo- 
thetical analysis,  a  very  expensive  $20,- 
000  investment  to  create  each  new  job. 
At  any  rate,  50  new  jobs,  at  a  conserva- 
tive $5,000  per  job  annual  wage,  would 
represent  a  total  annual  payroll  of  $250,- 
000.  Against  this  payroll,  the  employer 
would  take  the  bill's  additional  25-per- 
cent deduction  on  wages  paid  to  poverty 
area  residents.  Thus,  even  if  all  the  new 
jobs  were  filled  by  such  residents,  his 
maximum  savings,  at  current  corporate 
tax  rates,  would  be  about  $31,000. 

On  the  other  hand,  the  Federal  Gov- 
ernment would  collect  on  this  payroll  a 


minimum  of  $30,000  in  individual  income 
taxes.  Its  revenues  would  be  further  in- 
creased by  taxes  on  the  profits  of  the 
firms  which  built  the  plant  and  ma- 
chinery, and  sold  it  to  the  hypothetical 
businessman;  assuming  their  profit  at  10 
percent  before  taxes,  this  extra  invest- 
ment would  bring  the  Treasury  an  addi- 
tional $50,000.  Now  let  us  recall  that  for 
every  three  jobs  created  directly  by  this 
bill,  it  is  estimated  that  from  two  to 
three  additional  jobs  will  be  created  in- 
directly; and  let  us  assume  conserva- 
tively that  in  this  case,  only  one  job 
will  be  created  indirectly  for  every  two 
jobs  created  directly.  This  would  mean 
another  25  new  jobs  without  Govern- 
ment assistance.  Assuming  that  these 
would  be  lower  paying  jobs — say,  only 
$4,000  a  year  each — they  would  produce 
an  additional  payroll  of  $100,000;  of 
which  the  Federal  Government  would 
receive  a  miniinum  of  $10,000  in  income 
taxes. 

Finally,  assume  that  in  the  absence  of 
these  new  jobs  for  75  men,  the  families 
of  only  10  would  receive  Federal  aid-to- 
dependent-children  payments.  In  most 
urban  areas,  these  10  families  would  cost 
the  Federal  Government  at  least  $25,000 
a  year;  in  cities  like  New  York,  the  cost 
would  be  much  greater.  Adding  the  wel- 
fare saving  to  the  increased  tax  collec- 
tions, we  find  that  the  Federal  Govern- 
ment has  gained  a  total  of  $115,000  in 
the  first  year  alone — more  than  match- 
ing the  $91,000  of  tax  savings  received  by 
the  businessman. 

Of  course,  this  calculation  is  far  from 
exact,  and  it  is  not  comprehensive.  It 
does  not  allow  for  the  effect  of  acceler- 
ated depreciation.  It  does  not  allow  for 
£ne  continuing  cost  of  the  excess  wage 
deductions  in  future  years.  But  it  also 
does  not  allow  for  the  additional  taxes 
the  Federal  Treasury  will  collect  as  a 
result  of  the  purchases  of  the  newly  hired 
workers.  It  does  not  allow  for  the  tax 
collections  which  will  accompany  the 
business  profits  on  the  secondary  jobs 
created,  or  on  the  general  attendant  in- 
crease in  economic  activity.  It  does  not 
count  increased  tax  collections  at  the 
State  and  local  level,  nor  for  the  in- 
creased tax  base  which  may  alleviate 
property  tax  burdens  in  the  municipali- 
ties. It  does  not  allow  for  income  taxes 
collected  in  future  years,  which  will  rise 
as  the  workers'  incomes  rise.  And  the 
hypothetical  case  makes  no  allowance 
for  taxes  on  any  profit  which  the  busi- 
ness may  make.  All  these  will  add  to, 
not  detract  from,  Government  revenues. 

It  may  be  asked,  are  these  calculations 
dependent  on  the  assumption  that  the 
investment  receiving  tax  credits  would 
not  have  taken  place  except  for  the  in- 
centives? Thus  after  the  enactment  of 
the  1962  tax  credit,  it  was  estimated  that 
most  of  the  investment  receiving  its  ben- 
efits would  have  taken  place  in  any  case; 
and  the  benefits  of  the  1962  credit  were 
assertedly  diluted.  Even  allowing  for  this 
dilution,  Secretary  of  the  Treasury  Dil- 
lon estimated  that  the  1962  credit  re- 
paid half  its  value  to  the  Treasury  just 
in  the  first  year  of  its  operation.  But  the 
tax  incentives  of  this  bill  are  far  more 
narrowly  drawn  than  were  those  of  1962; 
and  its  benefits  will  be  far  less  subject 
to  dilution. 
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First,  the  incentives  of  the  1962  bill 
were  available  throughout  the  economy; 
by  definition,  they  were  available  for  the 
incremental  addition  of  even  one  new 
machine  in  an  existing  plant.  This  bill, 
by  contrast,  will  be  available  only  for 
the  establishment  of  entire  new  plants 
in  poverty  areas.  Second,  the  ben- 
efits of  the  1962  bill  were  available 
irrespective  of  the  effects  of  investment 
on  employment;  that  is,  an  enterprise 
was  eligible  for  the  1962  benefits  if  it 
substituted  a  new  machine  for  an  old  one, 
even  though  both  machines  were  run  by 
the  same  worker.  This  bill,  by  contrast, 
requires  that  new  jobs  be  created  to  man 
the  new  equipment.  Third,  the  1962 
credit  applied  only  to  machinery;  thus 
it  encouraged  the  installation  of  new  ma- 
chinery in  existing  plants.  This  bill,  by 
contrast,  extends  the  credit  to  new  plants 
as  well  as  equipment ;  thus  it  encourages 
the  creation  of  whole  new  facilities. 
Finally,  this  bill — unlike  the  1962  cred- 
it— is  specifically  directed  toward  the 
creation  of  new  jobs  for  previously  un- 
employed residents  of  poverty  areas. 
Thus  it  strikes  directly — as  the  earlier 
bill  did  not — at  the  area  which  most  se- 
verely burdens  present  welfare  and  social 
service  budgets.  Now  let  us  remember 
again  that  the  1962  act,  notwithstand- 
ing its  more  general  applicability,  still 
returned  half  its  benefits  to  the  Treas- 
ury in  its  first  year.  I  think  there  is  no 
question  that  this  more  precisely  focused 
bill  will,  within  a  very  short  time,  re- 
pay more  than  its  full  value  to  the  Gov- 
ernment. 

My  example  is,  of  course,  only  a  sim- 
plified illustration  of  how  it  is  that  the 
Investment  Credit  Act  of  1962,  and  the 
tax  cut  of  1964,  brought  us  out  of  reces- 
sion into  the  longest  period  of  uninter- 
rupted economic  expansion  in  our  his- 
tory. It  is  included  here  only  to  show 
that  the  provisions  of  this  bill  follow 
those  earlier  precedents;  and  that  just  as 
we  all  benefitted  from  attacking  reces- 
sion in  the  economy  as  a  whole,  so  will 
we  benefit  from  attacking  it  in  the  pock- 
ets of  depression  that  remain. 

Moreover,  the  jobs  and  income  gene- 
rated by  this  bill  have  a  double  benefit: 
they  will  go  to  areas  and  people  who  now 
represent  the  most  serious  drain  on  our 
budgets  for  welfare  and  extra  munici- 
pal services — police,  fire,  health,  and 
other  social  services.  The  public  welfare 
budget  in  the  State  of  New  York,  for  ex- 
ample, is  now  $1  billion,  of  which  the 
Federal,  State,  and  local  governments 
each  bear  roughly  one-third.  Substitut- 
ing self-sustaining  jobs  for  welfare 
handouts  is,  in  my  view,  desirable  and 
necessary  for  its  own  sake;  dependency 
is  basically  incompatible  with  American 
democracy.  At  the  same  time,  the  sub- 
stantial benefits  to  local  governments, 
most  of  which  now  labor  under  severe 
financial  burdens,  cannot  be  ignored. 

Here  we  should  set  to  rest  a  misconcep- 
tion that  has  gained  unfortunate  cur- 
rency of  late.  A  recent  analysis  of  Fed- 
eral welfare  programs  showed  that  of 
7.3  million  people  receiving  federally 
supported  welfare  assistance,  only  50,000 
could  work.  The  analysis  was  intended  to 
show  only  that  the  welfare  rolls  are  not 
filled  with  deliberate  idlers.  But  many 


have  taken  it  as  "proof"  that  job  pro- 
grams cannot  reduce  the  welfare  budg- 
ets. And  nothing  could  be  further  from 
the  truth. 

Of  the  7.3  million  welfare  recipients, 
850,000  were  female  heads  of  families, 
and  2.6  million  were  minor  children  from 
these  same  female-headed  families.  Thus 
over  50  percent  of  the  Federal  welfare 
rolls  are  made  up  of  families  whose  hus- 
bands and  fathers  have  left  the  house. 
But  every  study  of  poverty  and  its 
pathology  shows  that  the  vast  majority 
of  those  husbands  and  fathers  are  ab- 
sent precisely  because  they  are  unem- 
ployed, and  unable  to  support  their 
families.  Leaving  the  house — to  allow 
their  families  to  qualify  for  welfare — is 
the  only  way  these  men  can  insure  that 
their  families  will  have  food  to  eat  and  a 
roof  over  their  heads.  Thus  it  is  the  wel- 
fare system  itself,  in  combination  with 
the  lack  of  decent  job  opportunities, 
which  produces  the  welfare  families  who 
are  asserted  to  be  permanent  dependents 
of  the  Government.  But  providing  real 
job  opportunities — for  the  absent  fathers 
and  husbands,  and  for  the  fathers  and 
husbands  of  the  future — will  enable 
many  of  these  families  to  reunite,  and 
others  to  remain  together.  It  is  my  firm 
conviction  therefore,  that  this  bill  will 
help  to  reduce  welfare  and  dependency — 
and  their  costs  both  financial  and 
personal. 

VII.  CONCLUSION 

This  bill  will  not  solve  the  problems  of 
poverty.  But  it  will  help.  It  will  not  edu- 
cate children — but  it  will  give  their  fa- 
thers jobs,  and  their  families  income, 
and  thus  help  create  a  family  atmosphere 
in  which  education  can  more  easily  take 
place.  The  bill  will  not  cure  disease — but 
it  will  help  provide  the  incomes  to  buy 
better  food,  and  decent  living  conditions, 
and  to  pay  for  decent  medical  care.  It 
will  not  comfort  the  old,  or  banish  dis-. 
crimination,  or  create  by  itself  a  sense 
of  community  in  the  city.  But  it  will  en- 
gage the  energies  and  resources  of  a  na- 
tion, as  they  have  not  been  engaged  be- 
fore, in  a  new  partnership  against  pov- 
erty; a  partnership  of  government  and 
its  people,  business  and  labor  and  the 
poor  themselves. 

This  new  partnership  will  not  come  of 
itself;  nor  will  it  come  just  from  the  en- 
actment of  this  bill.  It  will  come  about 
only  over  many  years  and  thousands  of 
efforts,  in  every  community  in  the  Na- 
tion; I  believe,  in  efforts  like  those  now 
underway  in  Bedford-Stuyvesant  in  New 
York.  But  no  real  partnership  is  possible 
without  the  active  participation  of 
American  business  enterprise.  This  the 
bill  will  help  to  provide — and  thus  to 
hasten  the  day  described  by  the  poet: 

In  the  vacant  places 
We  will  build  with  new  bricks 
There  are  hands  and  machines 
And  clay  for  new  brick 
And  lime  for  new  mortar 
Where  the  bricks  are  fallen 
We  will  build  with  new  stone 
Where  the  beams  are  rotten 
We  will  build  with  new  timbers 
Where  the  word  is  unspoken 
We  will  build  with  new  speech 
There  is  work  together 


A  Church  for  all 
And  a  job  for  each 
Every  man  to  his  work. 

Mr.  PEARSON.  Mr.  President,  will  the 
Senator  from  New  York  yield? 

Mr.  KENNEDY  of  New  York.  I  am 
happy  to  yield  to  the  Senator  from 
Kansas. 

Mr.  PEARSON.  Mr.  President,  I  am 
pleased  to  join  my  distinguished  col- 
league, the  junior  Senator  from  New 
York  tMr.  Kennedy]  in  presenting  what 
I  feel  is  a  soundly  conceived  assault  on 
one  of  our  most  pressing  economic  and 
social  problems — the  problem  of  creating 
new  jobs  in  our  poverty-stricken  urban 
slums  and  ghettos.  The  legislation  we 
introduce  today,  encouraged  by  several 
cosponsors,  is  designed  to  meet  this  prob- 
lem by  encouraging  industrial  develop- 
ment in  these  pockets  of  despair  where 
the  war  on  poverty  will  be  ultimately 
won  or  lost. 

The  challenges  confronting  our  cities 
are  many  and  severe.  They  are  faced 
with  rising  crime  rates,  chronic  unem- 
ployment, festering  slums,  social  disinte- 
gration, explosive  racial  unrest,  congested 
streets,  polluted  air  and  contaminated 
water.  This  "crisis  of  the  cities,"  as  it  is 
popularly  called,  has  reached  such 
alarming  proportions,  not  because  of 
lack  of  concern,  but  lack  of  insight,  and 
we  have  discovered  that  merely  spending 
more  public  money  will  not  bring  the 
metropolitan  millennium. 

Mr.  President,  no  one  doubts  that  in- 
creased Federal  appropriations  will  be 
needed  in  the  future,  but  I  would  submit 
that  new  ideas  and  creative  approaches 
are  needed — even  more.  And  in  this  re- 
spect it  is  particularly  vital  that  the  vast 
resources  of  private  enterprise  must  be 
mobilized  to  spearhead  an  attack  on  the 
very  core  of  urban  poverty — unemploy- 
ment. 

Nothing  less  than  an  industrial  rebirth 
of  our-  metropolitan  ghettos' ls~requTred. 
For  it  is  only  through  increased  employ- 
ment and  higher  earnings  that  the 
pernicious  curse  of  poverty  and  degrada- 
tion can  be  effectively  removed  from  our 
city  slum  dwellers. 

Today,  despite  an  overall  jobless  rate 
of  approximately  4  percent,  as  indicated 
in  the  morning  papers,  the  specter  of 
unemployment  still  haunts  hundreds  of 
thousands  of  our  urban  citizens.  In 
November  1966,  for  example,  the  rate  of 
unemployment  in  certain  slum  sections 
of  New  York,  Boston,  Philadelphia, 
Phoenix,  St.  Louis,  San  Antonio,  and  San 
Francisco  was  10  percent,  or  nearly  three 
times  the  national  average. 

This  problem  is  likely  to  grow  still 
worse  unless  a  forthright  attempt  is 
made  to  halt  the  flow  of  jobs  and  skilled 
entrepreneurs  from  the  central  city  to 
the  outlying  suburbs.  Such  a  task  is  not 
impossible,  for  vast  reservoirs  of  man- 
power are  available  for  urban  industrial 
development.  If  the  proper  stimulus  were 
applied,  the  creative  energy  locked  within 
the  ghettos  that  today  finds  its  only  out- 
let in  protest,  could  be  productively 
released. 

Mr.  President,  I  believe  the  proposal 
introduced  today  under  the  leadership  of 
the  Senator  from  New  York,  will  provide 
that  stimulus. 
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Mr.  President,  as  the  Senator  from 
New  York  indicated,  this  bill  utilizes  a 
system  of  tax  credits,  increased  deduc- 
tions for  wages  paid,  and  rapid  deprecia- 
tion to  encourage  the  necessary  indus- 
trial investments.  These  benefits  would 
be  available  to  business  locating  in  urban 
poverty  areas  presently  defined  by  the 
Office  of  Economic  Opportunity  and  in 
those  areas  to  be  designated  later  by 
the  Secretary  of  Housing  and  Urban  De- 
velopment. Provisions  are  also  made  for 
Indian  reservations  to  be  designated  by 
the  Secretary  of  the  Interior. 

Furthermore,  by  requiring  that  a  sub- 
stantial part  of  any  plant  work  force  be 
composed  of  ghetto  residents,  this  meas- 
ure would  insure  that  the  unemployed 
slumdwellers,  not  commuting  suburban 
workers,  would  benefit  from  this  fed- 
erally stimulated  investment. 

Any  resident  who  might  be  displaced 
because  of  plant  construction  would  be 
granted  a  relocation  allowance  more  gen- 
erous than  those  currently  available  un- 
der present  urban  renewal  programs.  In 
addition,  if  no  public  or  local  low-income 
housing  were  available,  elderly,  handi- 
capped, and  low-income  families  would 
be  given  rental  assistance  for  up  to  24 
months. 

Mr.  President,  the  incentives  for  in- 
vestment provided  in  this  legislation  have 
the  advantage  of  encouraging  private  in- 
dustry and  metropolitan  governments  to 
cooperate  in  assaulting  the  deep  evil  of 
urban  poverty.  The  Federal  Government 
thus  provides  a  catalyst,  not  control,  and 
it  provides  this  catalyst  at  relatively  little 
expense.  As  my  distinguished  colleage 
has  observed,  the  credits,  accelerated  de- 
preciation, and  deductions  contained  in 
this  legislation  will  be  compensated  for 
by  reduced  welfare  payments,  new  taxes 
on  higher  earnings,  and  increased  indus- 
trial productivity. 

This  approach  represents  a  new  attack 
on  an  old  problem.  It  creates  no  Federal 
bureaucracy.  Hopefully,  it  simply  creates 
jobs.  Mr.  President,  jobs  are  the  most 
fundamental  and  urgent  need  of  our 
ghetto  residents.  It  is  true  they  are  also 
plagued  with  Inadequate  housing,  infe- 
rior education  and  substandard  health 
facilities.  These  evils  must  indeed  be 
treated.  But  their  solution  depends  on  an 
adequate  level  of  income.  And  it  is  only 
through  jobs,  not  welfare  payments, 
that  this  income  can  be  provided  and 
maintained  economically. 

Mr.  President,  it  is  the  proper  respon- 
sibility of  the  Federal  Government  to 
foster  local  initiatives  and  to  encourage 
private  enterprise  to  create  new  jobs  and 
to  train  the  workers  needed  to  fill  them. 
The  Federal  Government  should  assume 
such  an  immense  and  complex  task  it- 
self only  in  the  last  extremity.  Federal 
training  and  employment  programs  are 
necessary,  of  course,  but  in  general  their 
costs  are  often  too  high.  They  often 
overlap  and  create  independent  facilities 
at  great  expense,  instead  of  using  the 
more  comprehensive  and  readily  avail- 
able services  of  private  industry. 

If  chronic  unemployment  is  to  be  ef- 
fectively reduced  in  the  years  to  come, 
these  services  must  be  brought  more 
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fully  into  play.  As  a  matter  of  fact,  the 
great  majority  of  work  training  and  re- 
training done  in  the  United  States  today 
is  already  being  performed  by  private 
industry.  This  sector  of  our  national 
economy  is  now  investing  approximately 
$4.5  billion  annually  in  various  forms  of 
employee  training. 

Thus,  if  many  new  jobs  are  to  be 
created  and  thousands  of  workers 
trained  to  fill  them,  private  industry 
must  bear  the  main  responsibility.  But, 
because  of  the  high  economic  cost  in- 
volved in  locating  in  what  is  now  a  de- 
pressed area,  industry  must  be  given  an 
incentive ;  it  must  be  given  help  if  it  is  to 
succeed.  I  believe  this  legislation  would 
provide  that  incentive  and  give  that 
help. 

Mr.  President,  the  myriad  problems  of 
the  cities  are  perplexing,  disquieting  and 
often  discouraging.  Yet,  occasionally, 
breakthroughs  are  made.  Myths  are  ex- 
posed and  old  fears  laid  to  rest.  The  fact 
is  jobs  can  be  provided  for  our  ghetto 
residents.  Slumdwellers  can  become  self- 
supporting,  self-respecting  individuals 
and  business  can  prosper  once  again  in 
the  now  depressed  sections  of  our  cities. 
The  vicious  cycle  of  poverty  and  unem- 
ployment can  be  broken.  And,  I  firmly 
believe  the  legislation  we  introduce  to- 
day will  provide  the  stimulus  necessary 
to  break  that  dismal  chain. 

The  greatest  of  all  books  says,  "the 
night  cometh,  when  no  man  can  work." 
In  our  urban  slums,  the  night  comes  too 
soon  and  too  often.  By  using  a  creative 
Federal  stimulus  we  can  provide  private 
enterprise  with  the  tools  it  needs  to  fin- 
ish the  job  and  hold  back  the  night  of 
unemployment.  If  such  a  step  is  not  taken 
shortly,  the  crisis  in  our  cities  will  con- 
tinue to  worsen,  the  economy  will  not 
achieve  its  full  potential,  and  hundreds 
of  thousands  of  Americans  will  continue 
to  be  denied  that  most  fundamental  of 
all  rights — the  right  to  earn  a  living. 

S.  2088 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  this  Act 
may  be  cited  as  the  "Urban  Employment  Op- 
portunities Development  Act  of  1967". 

PURPOSE  AND  POLICY 

Sec.  2.  It  is  the  purpose  of  this  Act  to  re- 
duce poverty  in  the  nation's  cities,  and  the 
social,  physical,  and  psychological  ills  asso- 
ciated therewith,  by  creating  incentives  for 
private  industry  to  provide  additional  em- 
ployment opportunities  to  the  residents  of 
urban  poverty  areas,  but  nothing  in  this 
Act  shall  be  construed  to  authorize  the 
granting  of  any  incentives  to  any  industrial 
or  commercial  enterprise  relocating  from 
one  area  to  another.  Such  incentives  may, 
however,  be  granted  to  an  industrial  or  com- 
mercial enterprise  for  expansion  through  the 
establishment  of  a  new  industrial  or  commer- 
cial facility  of  such  enterprise  in  an  urban 
poverty  area,  if  (1)  the  establishment  of 
such  industrial  or  commercial  facility  will 
not  result  in  an  increase  in  unemployment  in 
the  area  of  original  location  (or  in  any  other 
area  where  such  enterprise  conducts  busi- 
ness operations),  or  (2)  such  Industrial  or 
commercial  facility  is  not  being  established 
with  any  intention  of  closing  down  the  op- 
erations of  such  enterprise  in  the  area  of 
its  original  location  or  in  any  other  area 
where  it  conducts  such  operations. 


DEFINITIONS 

Sec.  3.  As  used  in  this  Act — 

(1)  The  term  "Secretary"  (for  purposes  of 
title  I)  means  the  Secretary  of  Housing  and 
Urban  Development. 

(2)  The  term  "urban  poverty  area"  means 
an  area,  within  a  standard  metropolitan  sta- 
tistical area  containing  a  population  of  at 
least  250,000  persons,  which  the  Bureau  of 
the  Census  has  determined,  at  the  request 
of,  and  under  procedures  approved  by,  the 
Office  of  Economic  Opportunity,  to  be  a  pov- 
erty area,  subject  to  such  modifications,  ad- 
ditions, or  exceptions  as  the  Secretary  may 
determine  to  be  appropriate  for  the  purposes 
of  this  Act.  The  term  "urban  poverty  area" 
also  means  an  area,  within  any  place  desig- 
nated as  urban  by  the  Bureau  of  the  Census, 
which  meets  the  definition  of  a  poverty  area 
already  utilized  for  standard  metropolitan 
statistical  areas  of  250,000  persons  or  more 
and  which  the  Secretary,  after  consultation 
with  the  Secretary  of  Labor  and  the  Secre- 
tary of  Commerce  determines  should  be  sub- 
ject to  the  provisions  of  this  Act  and  any 
Indian  reservation  which  the  Secretary  of  the 
Interior  determines  should  be  subject  to  the 
provisions  of  this  Act. 

(3)  The  term  "person"  means  an  individ- 
ual, a  trust,  estate,  partnership,  association, 
company  or  corporation. 

(4)  The  term  "industrial  or  commercial 
enterprise"  means  any  of  the  following  types 
of  business  engaged  in,  by  any  person, 
through  an  industrial  or  commercial  fa- 
cility— 

(A)  the  manufacture,  production,  proces- 
sing, or  assembling  of  personal  property — 

(i)  for  sale  to  customers  in  the  ordinary 
course  of  business  excluding  any  part  of  the 
activities  of  such  business  consisting  of  re- 
tail sales  and  leases;  or 

(ii)  for  use  in  such  person's  business, 

(B)  the  distribution  of  personal  property 
as  principal  or  agent,  including,  but  not  lim- 
ited to,  the  sale,  leasing,  storage,  handling, 
and  transportation  thereof  but  excluding  any 
part  of  the  activities  of  such  business  con- 
sisting of  retail  sales  and  leases,  or 

(C)  the  construction  of  any  building  in  an 
urban  poverty  area  as  contractor  for,  or  for 
sale  to,  any  customer,  but  only  in  the  case 
of  a  person  engaged  in  the  business  of  con- 
structing such  buildings  as  a  contractor  for, 
or  for  sale  to,  customers. 

The  term  "industrial  or  commercial  enter- 
prise" shall  not  include  the  activities  of  sell- 
ing, leasing,  or  renting  out  of  real  property 
including  the  selling  or  leasing  or  renting 
out  of  a  factory,  workshop,  office,  warehouse, 
sales  outlet,  apartment  house,  hotel,  motel, 
or  other  residence,  or  the  lending  of  money 
or  extending  of  credit. 

(5)  The  term  "industrial  or  commercial 
facility"  means  a  fixed  place  of  business,  in 
which  an  industrial  or  commercial  enterprise 
is  wholly  or  partly  carried  on,  including  but 
not  limited  to — 

(A)  a  place  of  management  or  office, 

(B)  a  factory,  plant,  or  other  workshop, 

(C)  a  warehouse  or  sales  outlet, 

(D)  a  center  for  the  transportation,  ship- 
ping, or  handling  of  property, 

(E)  a  place  of  management  for  and  any 
urban  poverty  area  building  or  construction 
site. 

The  term  "industrial  or  commercial  facility" 
shall  not  include  any  store,  or  other  premises, 
or  portion  of  premises  used  as  a  retail  fa- 
cility. 

(6)  The  term  "qualified  jobs"  means  new 
employment  positions  which  did  not  exist 
prior  to  the  time  of  requesting  certification 
from  the  Secretary,  either  at  the  industrial 
or  commercial  facility  or  in  any  other  part 
of  an  enterprise  operated  by  the  person  re- 
ceiving a  certificate  of  eligibility.  The  term 
shall  not  be  limited  to  the  50  jobs  which 
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constitute  the  minimum  requirement  under 
this  Act  but  shall  encompass  all  new  or  ad- 
ditional jobs  at  the  certified  industrial  or 
commercial  facility  or  in  furnishing  the  serv- 
ices specified  by  this  Act  to  such  facility. 

(7)  The  term  "retail  sale  or  lease"  means 
a  sale  or  lease  made  to  a  party  whose  pay- 
ments therefore  do  not  constitute  the  ex- 
penses or  costs  of  a  business. 

(8)  The  term  "retail  facility"  means  a 
store,  premises,  or  portion  of  premises  in 
which  a  substantial  percentage  of  the  sales 
or  leases  are  retail  sales  or  leases. 

(9)  The  term  "city"  means  any  munici- 
pality, county,  parish,  or  other  political  sub- 
division of  a  State  having  general  govern- 
mental powers. 

(10)  The  term  "low  income  person"  means 
a  person  whose  adjusted  gross  income  (as  de- 
fined in  Section  62  of  the  Internal  Revenue 
Code)  in  a  particular  period  is  less  than  the 
minimum  amount  reasonably  necessary,  in 
the  area  in  which  he  resides,  to  adequately 
support  himself  or  his  family.  The  Secretary 
shall  have  the  power,  after  consultation  with 
the  Secretary  of  the  Department  of  Labor,  to 
issue  from  time  to  time,  bulletins  specifying 
such  minimum  amounts  for  particular  urban 
areas  throughout  the  country. 

TITLE  I— ELIGIBILITY  FOR  ASSISTANCE 

CERTIFICATION   OF  ELIGIBILITY 

Sec.  101.  (a)  The  Secretary  after  consulta- 
tion with  the  Secretary  of  Labor  and  the 
Secretary  of  Commerce  shall  issue  a  certifi- 
cate of  eligibility  for  benefits  under  this  Act 
to  any  person,  who  is  engaged  in.  or  desires 
to  engage  in,  an  industrial  or  commercial 
enterprise,  through  a  specified  industrial  or 
commercial  facility  located,  or  to  be  located, 
in  an  urban  poverty  area,  if — 

(1)  the  governing  body  of  the  city  in 
which  such  urban  poverty  area  is  primarily 
situated  has  given  written  notice  to  the  Sec- 
retary that  it  wishes  to  participate  in  the 
program  provided  for  in  this  Act  to  encour- 
age the  creation  of  new  employment  oppor- 
tunities in  such  area; 

(2)  such  governing  body,  or  an  agency  or 
instrumentality  of  such  city  designated  by 
such  body,  after  public  hearings  at  which 
residents  of  the  urban  poverty  area  in  which 
the  facility  is  to  be  located  have  had  the 
opportunity  to  testify,  has  approved  such 
enterprise  as  a  participant  in  such  program, 
and  so  certifies  to  the  Secretary, 

(3)  the  person  to  whom  the  certificate  for 
such  enterprise  is  to  be  issued  agrees,  in  such 
form  and  manner  as  the  Secretary  may 
prescribe — 

(A)  in  the  case  of  an  enterprise  not  then 
having  an  industrial  or  commercial  facility 
located  in  an  urban  poverty  area,  to  estab- 
lish, within  such  period  of  time  as  the  ap- 
proving agency  under  paragraph  (2)  may 
require,  such  industrial  or  commercial  fa- 
cility (conforming  to  standards  prescribed 
by  the  Secretary  under  subsection  (d)  of 
this  section)  at  a  site  specified  or  agreed  to. 
by  such  agency  within  such  an  area,  or  in 
the  case  of  an  enterprise  having  an  indus- 
trial or  commercial  facility  located  in  an 
urban  poverty  area,  to  conform  it  to  stand- 
ards prescribed  by  the  Secretary  under  sub- 
section (d)  of  this  section; 

(B)  to  provide,  in  connection  with  its  op- 
erations at  such  industrial  or  commercial 
facility  located,  or  to  be  located,  in  an  urban 
poverty  area,  qualified  jobs  for  at  least  50 
full-time  employees,  or  in  any  case  where 
such  industrial  or  commercial  facility  is  to 
operate  in  an  urban  poverty  area  in  an  urban 
area  of  under  50,000  persons  or  on  an  Indian 
reservation,  qualified  jobs  for  at  least  25  full- 
time  employees,  of  which  not  fewer  than 
two-thirds  of  all  persons  holding  any  such 
qualified  jobs  are  persons  who  were  prior  to 
such  employment  low-income  individuals 
who  (1)  have  resided  in  such  area  for  six 
months  or  more,  or  (ii)  were  unemployed; 


(C)  to  pay  wages  to  persons  employed  in 
connection  with  the  operations  at  any  such 
facility  at  rates  not  less  than  the  minimum 
wages  determined  by  the  Secretary  of  Labor 
under  section  1(b)  of  the  Act  of  June  30, 
1936  (popularly  known  as  the  Walsh-Healey 
Act) ,  as  amended  (41  U.S.C.  35(b) ),  to  be  the 
prevailing  minimum  wages  for  persons  em- 
ployed in  similar  work  in  the  city  or  locality 
in  which  any  such  facility  is  located;  and 

(D)  to  maintain  records  listing  the  names 
and  residences  of  all  full-time  employees  at 
the  industrial  or  commercial  facility  for 
which  the  certificate  is  being  issued,  the 
date  on  which  they  were  hired,  their  em- 
ployment and  economic  situation  at  the 
time  of  hiring,  and  any  other  information  re- 
quired by  the  Secretary,  and  in  the  case  of 
an  industrial  or  commercial  facility,  which 
is  to  be  part  of  an  industrial  or  commercial 
enterprise  also  conducted  by  such  person  at 
other  locations,  or  which  is  to  be  conducted 
by  a  person  also  engaged  in  other  enterprises, 
to  maintain  records  showing  the  portion  of 
such  person's  taxable  income  or  net  operat- 
ing losses  allocable  to  the  industrial  or  com- 
mercial facility  for  which  the  certificate  is 
being  issued,  as  if  it  were  conducted  by  a 
separate  entity,  pursuant  to  regulations  pro- 
mulgated by  the  Secretary  of  the  Treasury  or 
his  delegate  under  section  482  of  the  In- 
ternal Revenue  Code,  modified  as  may  be 
necessary  to  fulfill  the  purposes  of  this  Act. 

(4)  the  Secretary  determines  that  the  lo- 
cal agency  which  gave  approval  under  para- 
graph (2),  or  such  other  agency  or  instru- 
mentality as  the  governing  body  of  the  city 
may  designate,  will  carry  out  an  adequate  re- 
location program,  in  accordance  with  sec- 
tion 103,  for  any  persons,  business  concerns, 
and  nonprofit  organizations  displaced  as  the 
result  of  the  location  of  an  industrial  or 
commercial  facility  in  an  urban  poverty  area 
by  a  person  receiving  a  certificate  of  eligibil- 
ity pursuant  to  this  section; 

(5)  the  Secretary  determines  that  the  ex- 
pected benefits  to  employment  and  to  other 
aspects  of  the  economic  and  social  welfare 
of  such  urban  poverty  area  warrant  the 
granting  of  the  income  tax  incentives  under 
Title  III  of  this  Act  as  to  the  capital  invest- 
ment in  such  industrial  or  commercial  facil- 
ity; and 

(6)  the  Secretary  determines  that  the  is- 
suance of  such  certificate  is  in  accordance 
with  the  policy  set  forth  in  section  2  respect- 
ing the  relocation  of  industry. 

(b)  The  Secretary  shall  issue  a  separate 
certificate  of  eligibility  with  regard  to  each 
industrial  or  commercial  facility  which  meets 
the  requirements  of  subsection  (a)  regard- 
less of  whether  such  facility  is  operated  by 
any  person  as  part  of  a  single  industrial  or 
commercial  enterprise. 

(c)  The  Secretary  shall  issue  a  certificate 
of  eligibility  for  benefits  under  this  Act  to 
any  person  who  is  a  successor  in  interest  to 
any  person  operating  an  industrial  or  com- 
mercial enterprise  which  has  established  an 
industrial  or  commercial  facility  in  an  urban 
poverty  area  and  with  respect  to  which  fa- 
cility a  certificate  of  eligibility  was  issued 
under  subsection  (a) ,  if — 

(1)  such  person  has  been  approved  by  the 
appropriate  agency  under  paragraph  (2)  of 
subsection  (a),  and  has  been  so  certified  by 
such  agency  to  the  Secretary; 

(2)  such  person  agrees  to  continue  to  use 
the  facility  as  an  industrial  or  commercial 
facility,  and  to  conform  to  the  requirements 
of  subparagraphs  (B)  and  (C)  of  subsection 
(a)  (3) ;  and 

(3)  the  issuance  of  such  certificate  is  in 
accordance,  as  determined  by  the  Secretary, 
with  the  policy  set  forth  in  section  2  respect- 
ing the  relocation  of  industry. 

(d)  The  Secretary  shall  terminate  a  cer- 
tificate of  eligibility  issued  to  any  person 
under  this  section  to  operate  an  industrial 
or  commercial  facility  whenever  he  deter- 


mines, after  an  appropriate  hearing,  that  the 
person  to  whom  such  certificate  was  issued 
has  failed,  after  due  notice  and  a  reasonable 
opportunity  to  correct  the  failure  at  such 
facility  has  been  given,  to  carry  out  its 
agreement  under  subsection  (a)  (3)  or  (b) 

(2)  .  In  making  a  determination  under  this 
subsection,  the  Secretary  shall  be  guided  by, 
but  not  be  limited  to,  the  following  criteria: 

(1)  a  reduction  in  the  number  of  qualified 
jobs  provided  by  any  such  enterprise  below 
the  minimums  specified  in  subsection  (a) 

(3)  (B)  shall  not  be  grounds  for  termination 
of  a  certificate  of  eligibility  issued  to  such 
enterprise,  if  the  Secretary  determines  that 
(i)  such  reduction  results  from  business  or 
economic  factors  beyond  the  control  of  such 
enterprise,  and  (ii)  not  less  than  two-thirds 
of  all  the  persons  employed  full-time  in 
such  jobs  by  such  enterprise  to  meet  the 
requirements  of  subsection  (a)  (3)  (B)  of  this 
section  continue  to  meet  those  requirements. 

(2)  a  change  in  the  residence  of  any  per- 
son employed  by  such  enterprise,  after  his 
employment  has  commenced,  shall  not  affect 
his  status  for  purposes  of  applying  subsec- 
tion (a)(3)(B)  of  this  section. 

(e)  Any  industrial  or  commercial  facility 
for  which  a  certificate  of  eligibility  is  issued 
under  this  section  shall  conform  to  such 
standards  of  design  and  construction  as  the 
Secretary  shall  by  regulation  require.  Such 
regulations  shall  give  due  effect  to  any  action 
taken  by  the  locality  in  which  such  facility 
is,  or  will  be  located,  to  ensure  that  it  is  so 
designed  and  constructed  as  to  provide  a 
decent,  safe,  and  sanitary  place  of  employ- 
ment in  an  aesthetically  pleasing  structure. 

(f )  The  Secretary  shall  keep  interested  and 
participating  Federal,  State,  and  local  agen- 
cies fully  apprised  of  any  action  taken  by 
him  under  this  section. 

(g)  No  certificate  of  eligibility  shall  be  is- 
sued under  this  section  to  any  person,  unless 
application  therefor  is  received  by  the  Sec- 
retary prior  to  the  expiration  of  ten  years 
after  the  date  of  enactment  of  this  Act. 

REPORTS 

Sec  102.  (a)  The  Secretary  may  by  regula- 
tion require  any  person  to  whom  a  certificate 
of  eligibility  is  issued  under  section  101  to 
file  such  reports  from  time  to  time  as  he  may 
deem  necessary  in  order  to  carry  out  his 
functions  under  this  chapter. 

(b)  Whoever,  in  any  report  required  to  be 
filed  under  this  section  knowingly  makes  a 
false  statement  of  a  material  fact,  shall  be 

fined  not  more  than  $   or  imprisoned 

for  not  more  than          years,  or  both. 

RELOCATION  ASSISTANCE 

Sec  103.  (a)  In  determining  whether,  for 
the  purposes  of  section  101(a)(4),  an  ade- 
quate relocation  program  exists  in  any  city 
to  assist  in  the  relocation  of  persons,  business 
concerns,  and  nonprofit  organizations  dis- 
placed as  the  result  of  the  location  of  an  in- 
dustrial or  service  facility  in  an  urban  pov- 
erty area  by  a  business  enterprise  receiving  a 
certificate  of  eligibility  under  this  title,  the 
Secretary  shall  be  guided  by  the  following 
criteria: 

(1)  Any  persons  so  displaced  shall  be  as- 
sured under  the  program  of  obtaining  de- 
cent, safe,  and  sanitary  housing  at  rentals 
which  they  can  afford  at  locations  which 
are  reasonably  accessible  to  their  places  of 
employment. 

(2)  (A)  There  will  be  paid  to  any  person 
or  family  so  displaced — 

(i)  a  moving  expense  allowance,  deter- 
mined according  to  a  schedule  approved  by 
the  Secretary,  not  to  exceed  $200; 

(U)  a  dislocation  allowance  equal  to  the 
amount  under  (i)  or  $100,  whichever  is  the 
lesser; 

(iii)  an  additional  payment  of  $300,  if  such 
person  or  family  purchases  a  dwelling  for 
the  purpose  of  residence  within  one  year 
from  the  date  of  actual  displacement,  and 
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the  dwelling  so  purchased  is  situated  upon 
real  estate  in  which  such  person  or  family 
acquires  a  fee  title  or  a  life  estate,  or  which 
is  held  under  a  ninety-nine  year  lease  or 
other  type  of  long-term  lease  equivalent  to 
fee  ownership. 

(B)  In  addition  to  the  amounts  payable 
under  subparagraph  (A),  there  will  be  paid 
to  any  family,  any  individual  (not  a  member 
of  a  family)  who  is  sixty-two  years  of  age 
or  over,  or  any  individual  (not  a  member 
of  a  family)  who  is  handicapped  within  the 
meaning  of  section  202  of  the  Housing  Act  of 
1959.  monthly  payments  over  a  period  not  to 
exceed  twenty-four  months  in  an  amount 
not  to  exceed  $500  in  the  first  twelve  months 
and  S500  in  the  second  twelve  months  to 
assist  such  family  or  individual  to  secure 
a  decent,  safe,  and  sanitary  dwelling.  Sub- 
ject to  the  limitation  imposed  by  the  pre- 
ceding sentence,  the  additional  payments 
shall  be  an  amount  which,  when  added  to 
20  per  centum  of  the  annual  income  of  such 
family  or  individual  at  the  time  of  displace- 
ment, equals  the  average  annual  rental  re- 
quired for  such  a  decent,  safe,  and  sanitary 
dwelling  of  modest  standards  adequate  in 
size  to  accommodate  such  family  or  individ- 
ual in  areas  not  generally  less  desirable  in 
regard  to  public  utilities  and  public  and 
commercial  facilities:  Provided,  That  such 
payments  shall  be  made  only  to  a  family  or 
individual  who  is  unable  to  secure  a  dwelling 
unit  in  a  low-rent  housing  project  assisted 
under  the  United  States  Housing  Act  of  1937, 
or  under  a  State  or  local  program  having  the 
same  general  purposes  as  the  Federal  pro- 
gram under  such  Act.  or  a  dwelling  unit  as- 
sisted under  section  101  of  the  Housing  and 
Urban  Development  Act  of  1965. 

(3)  There  will  be  paid  to  any  business 
concern  or  nonprofit  organization  so  dis- 
placed— 

(A)  its  reasonable  and  necessary  moving 
expenses  and  any  actual  direct  losses  of  prop- 
erty (except  goodwill  or  profit)  for  which 
reimbursement  or  compensation  is  not  other- 
wise made;  and 

(B)  an  additional  $2500  in  the  case  of  a 
private  business  concern  with  average  an- 
nual net  earnings  of  less  than  $10,000  per 
year,  if  such  concern  is  not  part  of  a  larger 
enterprise  having  establishments  other  than 
the  one  with  respect  to  which  the  displace- 
ment occurred. 

(b)  The  Secretary  is  authorized  to  enter 
into  contracts  to  make,  and  to  make,  grants 
to  any  city  carrying  out  an  approved  reloca- 
tion program  under  this  section,  or  to  any 
agency  or  instrumentality  of  such  city  desig- 
nated by  the  governing  body  thereof,  to  de- 
fray that  part  of  the  cost  of  carrying  out 
such  program  which  is  required  under  para- 
graphs (2)  and  (3)  of  subsection  (a). 

(c)  There  are  authorized  to  be  appropri- 
ated such  sums  as  may  be  necessary  to  carry 
out  the  purposes  of  this  section.  Any  sums  so 
appropriated  shall  remain  available  until  ex- 
pended. 

BUREAU    OF    CENSUS  DESIGNATION 

Sec.  104.  The  Bureau  of  the  Census  shall 
prepare  maps  of  poverty  areas  within  any 
urban  area  or  any  category  of  urban  area 
specified  by  the  Secretary. 

TITLE  II— TAX  INCENTIVES 

INCOME  TAX  CREDIT  FOR  INVESTMENT  IN  DE- 
PRECIABLE PROPERTY  IN  URBAN  POVERTY 
AREAS 

Sec.  201.  (a)  Subpart  A  of  part  IV  of  sub- 
chapter A  of  chapter  1  of  the  Internal  Rev- 
enue Code  of  1954  (relating  to  credits  allow- 
able) is  amended  by  renumbering  section  40 
as  41,  and  by  inserting  after  section  39  the 
following  new  section: 

"Sec.  40.  Investment  in  Certain  Depreciable 
Property  in  Urban  Poverty  Areas, 
"(a)  General  Rule. — There  shall  be  al- 
lowed, as  a  credit  against  the  tax  imposed 


by  this  chapter,  the  amount  determined  un- 
der subpart  C  of  this  part. 

"(b)  Regulations. — The  Secretary  or  his 
delegate  shall  prescribe  such  regulations  as 
may  be  necessary  to  carry  out  the  purposes 
of  this  section  and  subpart  C." 

(b)  Part  IV  of  subchapter  A  of  chapter  1 
of  such  Code  (relating  to  credits  against  tax) 
is  amended  by  adding  at  the  end  thereof  the 
following  new  subpart: 

"Subpart  C — Rules  for  Computing  Credit  for 
Investment  in  Certain  Depreciable  Prop- 
erty in  Urban  Poverty  Areas 
"Sec.  51.  Amount  of  Credit. 
"Sec.  52.  Certain  Dispositions,  etc.  of  section 

40  property. 
"Sec.  53.  Definitions;  special  rules. 
"Sec.  51.  Amount  of  Credit. 

"(a)  Determination  of  Amount. — 

"(1)  General  rule. — The  amount  of  the 
credit  allowed  by  section  40  for  the  taxable 
year  shall  be  equal  to — 

"(A)  7  percent  of  the  qualified  expendi- 
tures (as  defined  in  section  53(b))  made 
during  the  taxable  year  in  regard  to  section 
40  real  property  (as  defined  in  section  53 
(a)  (3) ),  and 

"(B)  10  percent  of  the  qualified  expendi- 
tures (as  defined  in  section  53(b))  made 
during  the  taxable  yesr  in  regard  to  section 
40  personal  property  (as  defined  in  section 
53(a)(4)). 

"(2)  Limitation. — Notwithstanding  para- 
graph (1),  the  credit  allowed  by  section  40 
for  the  taxable  year  shall  not  exceed  the  tax- 
payer's liability  for  tax  for  such  year. 

"(3)  Liability  for  tax. — For  purposes  of 
this  section,  the  liability  for  tax  for  the  tax- 
able year  shall  be  the  tax  imposed  by  this 
chapter  for  such  year,  reduced  by  the  sum 
of  the  credits  allowable  under — ■ 

"(A)  section  33  (relating  to  foreign  tax 
credit) , 

"(B)  section  35  (relating  to  partially  tax- 
exempt  interest) , 

"(C)  section  37  (relating  to  retirement  in- 
come) ,  and 

"(D)  section  38  (relating  to  investment  in 
certain  depreciable  property). 
For  purposes  of  this  paragraph,  any  tax  im- 
posed for  the  taxable  year  by  section  531 
(relating  to  accumulated  earnings  tax) ,  sec- 
tion 541  (relating  to  personal  holding  com- 
pany taxi,  or  section  1378  (relating  to  tax 
on  certain  capital  gains  of  subchapter  S 
corporations),  and  any  additional  tax  im- 
posed for  the  taxable  year  by  section  1351 
(d)  (1)  (relating  to  recoveries  of  foreign  ex- 
propriation losses),  shall  not  be  considered 
tax  imposed  by  this  chapter  for  such  year. 

"(b)  Carryback  and  Carryover  of  Un- 
used Credits. — 

"(1)  Allowance  of  Credit.— If  the 
amount  of  the  credit  determined  under  sub- 
section (a)(1)  for  any  taxable  year  exceeds 
the  taxpayer's  liability  for  tax  for  such  tax- 
able year  (hereafter  in  this  subsection  re- 
ferred to  as  the  'unused  credit  year'),  such 
excess  shall  be — 

"(A)  a  section  40  credit  carryback  to  each 
of  the  3  taxable  years  preceding  the  unused 
credit  year,  and 

"(B)  a  section  40  credit  carryover  to  each 
of  the  10  taxable  years  following  the  un- 
used year, 

and  shall  be  added  to  the  amount  allowable 
as  a  credit  by  section  40  for  such  years,  ex- 
cept that  such  excess  may  be  a  carryback 
only  to  a  taxable  year  ending  after  the  date 
of  the  enactment  of  the  Urban  Employment 
Opportunities  Development  Act  of  1967.  The 
entire  amount  of  the  unused  credit  for  an 
unused  credit  year  shall  be  carried  to  the 
earliest  of  the  13  taxable  years  to  which  (by 
reason  of  subparagraphs  (A)  and  (B) )  such 
credit  may  be  carried  and  then  to  each  of 
the  other  12  taxable  years  to  the  extent  that, 
because  of  the  limitation  contained  in  para- 
graph (2),  such  unused  credit  may  not  be 


added  for  a  prior  taxable  year  to  which  such 
unused  credit  may  be  carried. 

"(2)  Limitation. — The  amount  of  the  un- 
used credit  which  may  be  added  under  par- 
agraph (1)  for  any  preceding  or  succeeding 
taxable  year  shall  not  exceed  the  amount  by 
which  the  taxpayer's  liability  for  tax  for 
such  taxable  year  exceeds  the  sum  of — 

"(A)  the  credit  allowable  under  subsec- 
tion (a)(1)  for  such  taxable  year,  and 

"(B)  the  amounts  which,  by  reason  of  this 
subsection,  are  added  to  the  amount  allow- 
able for  such  taxable  year  and  attributable 
to  taxable  years  preceding  the  unused  credit 
year. 

'  Sec.  52.  Certain  Dispositions,  Etc.  of  Section 
40  Property. 

"(a)  General  Rule. — Under  regulations 
prescribed  by  the  Secretary  or  his  delegate — ■ 

"(1)  Early  dispositions. — If  section  40 
property  (as  defined  in  section  53(a)  (2))  is 
disposed  of.  or  otherwise  ceases  to  qualify  as 
section  40  property  with  respect  to  the  tax- 
payer, the  tax  under  this  chapter  for  the 
taxable  year  in  which  the  disposition  occurs 
shall  be  increased  by  an  amount  equal  to  the 
credits  allowed  under  section  40  for  prior 
taxable  years  for  qualified  expenditures  (as 
defined  in  section  53(b) )  which  were  made — 

"(A)  in  the  case  of  section  40  real  prop- 
erty (as  defined  in  section  53(a)  (3) )  within 
10  years  before  the  date  of  the  disposition, 
or 

"(B)  in  the  case  of  section  40  personal 
property  (as  denned  in  section  53(a)(4)) 
within  four  years  before  the  date  of  the 
disposition. 

This  paragraph  shall  not  apply  to  any  qual- 
ified expenditures  with  respect  to  which 
there  has  been  an  increase  of  tax  under 
paragraph  (2). 

"(2)  Termination  of  certificate. — If  the 
section  40  certificate  (as  defined  in  section 
53(a)(1))  is  terminated  under  section  101 
(c)  of  the  Urban  Employment  Opportunities 
Development  Act  of  1967,  with  respect  to  a 
section  40  facility  (as  defined  in  section 
53(a)  (5))  of  the  taxpayer; 

"(A)  the  taxpayer's  tax  under  this  chap- 
ter for  the  taxable  year  in  which  the  termi- 
nation occurs  shall  be  increased  by  an 
amount  equal  to  the  credits  allowed  under 
section  40  for  prior  taxable  years  for  quali- 
fied expenditures  which  were  made  in  ac- 
cordance with  section  53(b)  (3)  within  three 
years  before  the  date  of  the  termination  with 
respect  to  all  section  40  property  used  at,  or 
in  connection  with,  such  facility,  and 

"(B)  the  taxpayer's  gross  income  for  the 
taxable  year  in  which  the  termination  oc- 
curs shall  be  increased  by  an  amount  equal 
to  the  deductions  allowed  to  the  taxpayer 
under  section  183  in  such  taxable  year  and 
the  two  preceding  taxable  years  with  re- 
spect to  employees  employed  at,  or  in  con- 
nection with,  such  facility. 

"(3)  Carrybacks  and  carryovers  ad- 
justed.— In  the  case  of  any  disposition  de- 
scribed in  paragraph  (1)  or  any  termination 
described  in  paragraph  (2),  the  carrybacks 
and  carryovers  under  section  51(b)  shall 
be  adjusted. 

"(b)  Section  Not  To  Apply  in  Certain 
Cases. — Subsection  (a)  shall  not  apply  to — • 

"(1)  a  disposition  by  reason  of  death. 

"(2)  a  disposition  to  which  section  381(a) 
applies. 

"(3)  a  disposition  necessitated  by  the  ces- 
sation of  the  operation  of  a  section  40  fa- 
cility where  the  Secretary  of  Housing  and 
Urban  Development  certifies  that  such  cessa- 
tion results  from  economic  factors  beyond 
the  control  of  the  section  40  business  (as 
defined  in  section  53(a)  (6) ) ,  or 

"(4)  a  disposition  on  account  of  the  de- 
struction or  damage  of  section  40  property 
by  fire,  storm,  shipwreck,  or  other  casualty, 
or  by  reason  of  its  theft. 
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For  purposes  of  subsection  (a),  property 
shall  not  be  treated  as  ceasing  to  be  section 
40  property  with  respect  to  the  taxpayer  by 
reason  of  a  mere  change  in  the  form  of  con- 
ducting the  section  40  business  so  long  as 
the  property  is  retained  in  such  business  as 
section  40  property  and  the  taxpayer  retains 
a  substantial  interest  in  such  business. 
"Sec.  53.  Definitions;  Special  Rules. 

"(a)  Section  40  Certificate,  Etc. — For 
purposes  of  this  chapter — 

"(1)  Section  4  0  certificate. — The  term 
'section  40  certificate'  means  a  certificate 
of  eligibility  issued  by  the  Secretary  of 
Housing  and  Urban  Development  under  sec- 
tion 101(a)  or  section  101(b)  of  the  Urban 
Employment  Opportunities  Development 
Act  of  1967. 

"(2)  Section  40  property. — The  term  'sec- 
tion 40  property'  means  property  which,  In 
regard  to  a  taxpayer  conducting  a  section  40 
business — 

"(A)  Is  of  a  character  which  is  subject 
to  the  allowance  for  depreciation  provided 
In  section  167  and  which  is  not  property  of 
a  kind  which  would  properly  be  includible 
In  the  inventory  of  the  taxpayer  if  on  hand 
at  the  close  of  the  taxable  year  or  which  is 
not  property  held  by  the  taxpayer  primarily 
for  sale  to  customers  in  the  ordinary  course 
of  his  trade  or  business, 

"(B)  will  be  used  by  such  taxpayer  (i) 
as  a  section  40  facility,  (ii)  as  an  integral 
part  of,  or  in  the  operation  of,  any  such 
facility,  (iii)  in  furnishing  transportation, 
communications,  electrical  energy,  gas,  wa- 
ter, or  sewerage  disposal  primarily  to  any 
such  facility,  and 

"(C)  has  at  the  time  it  is  first  used  by 
such  taxpayer  after  such  taxpayer  has  been 
issued  a  section  40  certificate  in  regard  to 
the  section  40  facility  at,  or  in  connection 
with  which,  such  property  Is  used,  a  useful 
life  of  at  least  (i)  4  years  in  the  case  of 
section  40  personal  property,  (ii)  10  years 
in  the  case  of  section  40  real  property. 
Property  shall  not  be  treated  as  section  40 
property  if,  after  its  acquisition  by  the  tax- 
payer, it  is  used  by  a  person  who  used  such 
property  before  such  acquisition  (or  by  a 
person  who  bears  a  relationship  described  in 
section  179(d)  (2)  (A)  or  (B)  to  a  person 
who  used  such  property  before  such  acquisi- 
tion). 

"(3)  Section  40  real  property. — The  term 
'section  40  real  property'  means  section  40 
property  which  is  section  1250  property 
(within  the  meaning  of  section  1250(c)). 

"(4)  Section  40  personal  property. — The 
term  'section  40  personal  property'  means 
section  40  property  which  is  section  1245 
property  (within  the  meaning  of  section 
1245(b) ). 

"(5)  Section  40  facility. — The  term  'sec- 
tion 40  facility'  means  an  industrial  or  com- 
mercial facility  (as  defined  in  section  3(5)  of 
the  Urban  Employment  Opportunities  De- 
velopment Act  of  1967)  which  is  specified  by 
the  Secretary  of  Housing  and  Urban  Develop- 
ment in  a  section  40  certificate. 

"(6)  Section  40  business. — The  term  'sec- 
tion 40  business'  means  an  industrial  or  com- 
mercial enterprise  (as  defined  in  section  3(4) 
of  the  Urban  Employment  Opportunities  De- 
velopment Act  of  1967)  with  respect  to  which 
a  section  40  certificate  has  been  issued  which 
has  not  been  terminated  under  section  101(c) 
of  such  Act. 

"(b)  Qualified  Expenditures. — 

"(1)  In  general. — The  term  'qualified  ex- 
penditures' means,  with  respect  to  each  tax- 
able year,  expenditures  by  the  taxpayer— 

"(A)  properly  chargeable  to  capital  ac- 
count, 

"(B)  paid  or  accrued  for — ■ 

(i)  the  manufacture,  production,  con- 
struction, or  erection  of  section  40  property, 

(ii)  the  acquisition  of  section  40  property 
by  a  purchase  (as  defined  in  section  179(d) 
(2)  and  subsection  (d)  of  this  section),  or 


(iil)  the  reconstruction,  permanent  im- 
provement, or  betterment  of  section  40  prop- 
erty, and 

"(C)  made  during  the  10-year  period  be- 
ginning with  the  date  on  which  a  section  40 
certificate  is  first  issued  to  any  person  with 
respect  to  the  section  40  facility  as,  or  in  con- 
nection with  which,  such  property  is  used. 

"(2)  Limitation. — Expenditures  in  regard 
to  section  40  real  property  shall  be  treated  as 
qualified  expenditures  only  if  the  construc- 
tion, erection,  acquisition,  reconstruction, 
permanent  improvement,  or  betterment  for 
which  such  expenditures  are  made,  conforms 
to  the  standards  prescribed  under  section 
101(d)  of  the  Urban  Employment  Opportu- 
nities Development  Act  of  1967. 

"(3)  Year  of  qualified  expenditures. — All 
qualified  expenditures  shall  be  deemed  made 
in  the  taxable  year  in  which — 

"(A)  In  the  case  of  qualified  expenditures 
for  the  manufacture,  production,  construc- 
tion, erection,  or  acquisition  by  purchase  of 
section  40  property,  the  year  in  which  the 
section  40  property  Is  placed  in  service,  and 

"(B)  in  the  case  of  qualified  expenditures 
for  the  reconstruction,  permanent  improve- 
ment, or  betterment  of  section  40  property, 
the  year  in  which  the  section  40  property  as 
reconstructed,  improved  or  bettered  as  a  re- 
sult of  the  qualified  expenditure  is  placed  in 
service. 

For  purposes  of  this  paragraph,  any  manu- 
factured, produced,  constructed,  erected,  or 
acquired  section  40  property,  or  any  recon- 
structed, improved,  or  bettered  section  40 
property,  shall  be  deemed  placed  in  service 
in  the  taxable  year  in  which  such  manufac- 
tured, produced,  constructed,  erected,  or  ac- 
quired section  40  property,  or  such  section 
40  property  as  reconstructed,  improved,  or 
bettered,  first  becomes  subject  to  deprecia- 
tion by  a  taxpayer  computing  depreciation 
on  a  daily  basis. 

"(4)  Replacement  property. — If  section  40 
property  is  manufactured,  produced,  con- 
structed, erected,  reconstructed,  or  acquired 
to  replace  property  which  was  destroyed  or 
damaged  by  fire,  storm,  shipwreck,  or  other 
casualty,  or  was  stolen,  the  qualified  expendi- 
tures with  respect  to  such  section  40  prop- 
erty which  would  (but  for  this  paragraph) 
be  taken  into  account  for  purposes  of  sec- 
tion 51(a)  shall  be  reduced  by  an  amount 
equal  to  the  amount  received  by  the  taxpay- 
er as  compensation,  by  insurance  or  other- 
wise, for  the  property  so  destroyed,  damaged, 
or  stolen,  or  to  the  adjusted  basis  of  such 
property,  whichever  is  the  lesser. 

"(c)  Certain  Leased  Property. — A  person 
(other  than  a  person  referred  to  in  subsec- 
tion (g) )  who  is  a  lessor  of  property,  which 
in  the  hands  of  the  lessee  constitutes  section 
40  property,  may  (at  such  time,  in  such  man- 
ner, and  subject  to  such  conditions  as  are 
provided  by  regulations  prescribed  by  the 
Secretary  or  his  delegate)  elect  with  respect 
to  any  section  40  property,  as  to  which  no 
prior  credit  under  section  40  has  previously 
been  taken,  to  treat  the  lessee  as  having  pur- 
chased such  property  for  an  amount  equal 
to — 

"(1)  except  as  provided  in  paragraph  (2), 
the  fair  market  value  of  such  property,  or 

"(2)  if  such  property  is  leased  by  a  cor- 
poration which  is  a  member  of  an  affiliated 
group  (within  the  meaning  of  section  46 
(a)  (5) )  to  another  corporation  which  is  a 
member  of  the  same  affiliated  group,  the 
basis  of  such  property  to  the  lessor. 
If  a  lessor  makes  the  election  provided  by 
this  subsection  with  respect  to  any  property, 
the  lessee  shall  be  treated  for  all  purposes 
of  this  subpart  as  having  acquired  such 
property.  For  purposes  of  subsection  (a) 
(1)(C),  the  useful  life  of  the  property  to 
the  lessee  shall  be  deemed  to  be  the  useful 
life  over  which  the  lessee  is  permitted  to 
depreciate  or  amortize  the  property. 


"(d)  Subchapter  S  Corporation — In  the 
case  of  an  electing  small  business  corpora- 
tion (as  defined  in  section  1371) — 

"(1)  the  qualified  expenditures  for  each 
taxable  year  shall  be  apportioned  pro  rata 
among  the  persons  who  are  shareholders  of 
such  corporation  on  the  last  day  of  such  tax- 
able year,  and 

"(2)  any  person  to  whom  any  expenditures 
have  been  apportioned  under  paragraph  (1) 
shall  be  treated  (for  purposes  of  this  sub- 
part) as  the  taxpayer  with  respect  to  such 
expenditures,  and  such  expenditures  shall 
not  (by  reason  of  such  apportionment)  lose 
their  character  as  qualified  expenditures. 

"(e)  Estates  and  Trusts. — In  the  case  of 
an  estate  or  trust — 

"(1)  the  qualified  expenditures  for  any 
taxable  year  shall  be  apportioned  between 
the  estate  or  trust  and  the  beneficiaries  on 
the  basis  of  the  income  of  the  estate  or  trust 
allocable  to  each,  and 

"(2)  any  beneficiary  to  whom  any  expen- 
ditures have  been  apportioned  under  para- 
graph (1)  shall  be  treated  (for  purposes  of 
this  subpart)  as  the  taxpayer  with  respect 
to  such  expenditures,  and  such  expenditures 
shall  not  (by  reason  of  such  apportionment) 
lose  their  character  as  qualified  expenditures. 

"(f)  Cross  Reference. — For  application 
of  this  subpart  to  certain  acquiring  cor- 
porations see  section  381(c)  (24)." 

(c)  Section  48(a)  of  such  Code  (relating 
to  definition  of  section  38  property)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

"(7)  Section  40  property. — Any  property 
which  is  section  40  property  (as  defined  In 
section  53(a)(2))  shall  not  be  treated  as 
section  38  property  to  the  extent  that  ex- 
penditures for  the  manufacture,  production, 
construction,  erection,  reconstruction,  per- 
manent improvement,  betterment,  or  ac- 
quisition of  such  property  constitute  quali- 
fied expenditures  (as  defined  in  section  53 
(b))." 

(d)  Section  381(c)  of  such  Code  (relating 
to  carryovers  in  certain  corporate  acqui- 
sitions) is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(24)  Credit  under  section  40  for  in- 
vestment in  certain  depreciable  property 
in  urban  poverty  areas. — The  acquiring 
corporation  shall  take  into  account  (to  the 
extent  proper  to  carry  out  the  purposes  of 
this  section  and  section  40,  and  under  such 
regulations  as  may  be  prescribed  by  the 
Secretary  or  his  delegate)  the  items  re- 
quired to  be  taken  into  account  for  pur- 
poses of  section  40  in  respect  to  the  distrib- 
utor or  transferor  corporation." 

(e)  (1)  The  table  of  subparts  for  part 
IV  of  subchapter  A  of  chapter  1  of  such 
Code  is  amended  by  adding  at  the  end 
thereof  the  following  new  item: 
"Subpart  C.  Rules  for  computing  credit  for 

investment  in  certain  depreciable  property 

in  urban  poverty  areas." 
(2)  The  table  of  sections  for  subpart  A 
of  part  IV  of  subchapter  A  of  chapter  1  of 
such  Code  is  amended  by  striking  out  the 
last  item  and  inserting  in  lieu  thereof  the 
following : 

"Sec.  40.  Investment  in  certain  depreciable 
property  in  urban  poverty  areas. 
"Sec.  41.  Overpayments  of  tax." 

depreciation  deduction 

Sec.  202.  Section  167  of  the  Internal  Rev- 
enue Code  of  1954  (relating  to  depreciation) 
is  amended  by  redesignating  subsection  (j) 
as  (k)  and  by  inserting  after  subsection  (i) 
the  following  new  subsection: 

"(j)  Section  40  Property. — 

"  ( 1 )  Useful  life. — At  the  election  of  the 
taxpayer — 

"(A)  the  useful  life  of  any  property  which 
is  section  40  property  (as  defined  in  section 
53(a)  (2) )  shall,  for  purposes  of  this  section, 
be  66  2 '3  percent  of  the  useful  life  of  such 
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property  determined  without  regard  to  this 
paragraph;  and 

'•(B)  the  guideline  class  lives  prescribed 
by  the  Secretary  or  his  delegate  which  are  ap- 
plicable to  any  property  which  is  section  40 
property  shall,  for  purposes  of  this  section  be 
66%  percent  of  the  guideline  class  lives 
applicable  to  such  property  determined  with- 
out regard  to  this  paragraph.  An  election 
under  this  paragraph  shall  be  made  at  such 
time  and  in  such  manner  as  the  Secretary 
or  his  delegate  prescribes  by  regulations. 

"(2)  Nearest  full  year. — If  the  useful  life 
or  guideline  class  life  of  any  property  as  de- 
termined under  subsection  (i)  includes  a 
fraction  of  a  year,  such  useful  life  shall  be 
deemed  the  nearest  full  year. 

"(3)  Reserve  ratio  tests. — In  justifying 
class  lives  used  for  purposes  of  the  deduction 
allowed  by  this  section  under  the  reserve 
ratio  tests  prescribed  by  the  Secretary  or  his 
delegate,  a  taxpayer  who  makes  an  election 
under  paragraph  (1)  (B)  shall,  for  all  pur- 
poses, be  deemed  to  have  utilized  class  lives 
equal  to  150  percent  of  those  applicable  de- 
termined without  regard  to  this  subsection. 

"(4)  Salvage  value. — In  determining  the 
salvage  value  of  section  40  property,  subject 
to  an  election  under  paragraph  (1)(A)  and 
(B),  the  useful  life  of  the  property  shall  be 
deemed  that  life  which  would  be  applicable 
without  regard  to  paragraph  (1)  (A)  and 
(B). 

"(5)  Exception. — No  election  may  be  made 
under  paragraph  (1)  with  respect  to  any  sec- 
tion 40  property  which  is  placed  in  service 
after  the  expiration  of  the  10-year  period  be- 
ginning on  the  date  on  which  a  section  40 
certificate  (as  defined  in  section  53(a)(1)) 
is  first  issued  to  any  person  for  the  section 
40  facility  (as  defined  in  section  53(a)(5)) 
at,  or  in  connection  with  which,  such  section 
40  property  is  used." 

NET   OPERATING   LOSS  CARRYOVERS 

Sec.  203.  Section  172  of  the  Internal  Rev- 
enue Code  of  1954  (relating  to  net  operating 
loss  deduction)  is  amended — 

(1)  by  striking  out  "(C)  and  (D)"  in  sub- 
section (b)  (1)  and  inserting  in  lieu  thereof 
"(C),  (D),  and  (E) "; 

(2)  by  adding  at  the  end  of  subsection 
(b)(1)  the  following  new  subparagraph: 

"(E)  The  portion  of  a  net  operating  loss  for 
any  taxable  year  to  which  (under  subsection 
(1) )  this  subparagraph  applies  which  is  al- 
locable to  the  operation  of  a  section  40  busi- 
ness (as  defined  in  section  53  (a)  (6) )  through 
a  section  40  facility  (as  defined  in  section 
53(a)  (5) )  shall  be  a  net  operating  loss  carry- 
over to  each  of  the  10  taxable  years  follow- 
ing the  taxable  year  of  such  loss.  The  deter- 
mination as  to  the  portion  of  a  taxpayer's  net 
operating  loss  allocable  to  the  operation  of 
an  industrial  or  commercial  facility  by  a  sec- 
tion 40  business  shall  be  made  in  accordance 
with  regulations  promulgated  by  the  Secre- 
tary or  his  delegate  under  section  101(a)  (3) 
(D)  of  the  Urban  Employment  Opportunities 
Development  Act  of  1967." 

(3)  by  redesignating  subsection  (1)  as 
(m),  and  by  inserting  after  subsection  (k) 
the  following  new  subsection: 

"(1)  Carryover  of  Net  Operating  Losses 
of  Certified  Businesses. — Subsection  (b) 
(1)  (E)  shall  apply,  with  respect  to  the  oper- 
ation of  such  section  40  facility,  only  to  a 
net  operating  loss  for  (A)  the  taxable  year  in 
which  the  operation  of  such  facility  is  begun 
by  any  section  40  business  under  a  section 
40  certificate  (as  denned  in  section  53  (a) 
(1)),  or  (B)  any  of  the  9  succeeding  taxable 
years. 

special  deduction  for  salaries  and 
compensation  paid 
Sec.  204.  (a)  Part  VI  of  subchapter  B  of 
chapter  1  of  the  Internal  Revenue  Code  of 
1954  (relating  to  itemized  deductions  for 
individuals  and  corporations)  is  amended  by 
adding  at  the  end  the  following  new  section: 
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"Sec.  183.  Special  Deduction  for  Certain 
Businesses  Operating  in  Urban 
poverty  areas. 

"(a)  General  Rule. — In  the  case  of  any 
person  engaged  in  a  section  40  business  (as 
defined  in  section  53(a)  (6)  ),  there  shall  be 
allowed  as  a  deduction  for  the  taxable  year 
(in  addition  to  any  deduction  under  section 
162)  an  amount  equal  to  25  percent  of  the 
compensation  paid  or  incurred  in  money  dur- 
ing the  taxable  year  to  employees  who — 

"(1)  are  in  qualified  jobs  (as  defined  in 
section  3(6)  of  the  Urban  Employment  Op- 
portunities Development  Act  of  1967),  and 

"(2)  at  the  time  they  became  so  employed 
were  low-income  individuals  who  (A)  had 
resided  for  6  months  or  more  in  the  urban 
poverty  area  in  which  such  facility  is  located, 
or  (B)  were  unemployed,  and 

"(3)  during  the  period  for  which  the  com- 
pensation is  paid  or  incurred,  perform  sub- 
stantially all  of  their  duties  as  employees: 

"(A)  at  a  section  40  facility  (as  defined 
in  section  53(a)  (5) )  through  which  such  sec- 
tion 40  business  is  conducted,  or 

"(B)  by  furnishing  transportation,  com- 
munications, electrical  energy,  gas,  water,  or 
sewerage  disposal  primarily  to  such  facility. 

"(b)  Limitations. — Subsection  (a)  shall 
apply,  with  respect  to  employees  at  any  sec- 
tion 40  facility,  only  to  compensation  paid 
or  incurred  in  money  during  a  10-year  period 
beginning  with  the  date  on  which  a  section 
40  certificate  (as  defined  in  section  53(a)  (1) ) 
is  first  granted  to  any  person  with  respect  to 
such  section  40  facility. 

(b)  The  table  of  sections  for  part  VI  of 
subchapter  B  of  chapter  1  of  such  Code  is 
amended  by  adding  at  the  end  thereof  the 
following  new  item: 

"Sec.  183.  Special  deduction  for  certain 
businesses  operating  in  urban 
poverty  areas." 

EFFECTIVE  DATE 

Sec.  205.  The  amendments  made  by  this 
title  shall  apply  to  taxable  years  ending  after 
the  date  of  the  enactment  of  this  Act. 
TITLE   III— TRAINING   ASSISTANCE  FOR 
INDUSTRIES  LOCATING  IN  URBAN  POV- 
ERTY AREAS 

Sec.  301.  Title  II  of  the  Manpower  Develop- 
ment and  Training  Act  of  1962  is  amended 
by  adding  at  the  end  thereof  the  following 
new  part: 

"PART  D  TRAINING  ASSISTANCE  FOR  INDUSTRIES 

LOCATING  IN   URBAN  POVERTY  AREAS 

"General  responsibility 
"Sec.  251.  The  Secretaries  of  Labor  and  of 
Health,  Education,  and  Welfare  are  author- 
ized to  provide,  in  accordance  with  their  re- 
spective responsibilities  under  parts  A  and  B 
of  this  title,  a  supplementary  program  of 
training  and  training  allowances,  in  consul- 
tation with  the  Secretary  of  Housing  and 
Urban  Development,  for  low-income  individ- 
uals who  reside  in  an  urban  poverty  area  or 
who  are  unemployed  and  who  are  to  be  em- 
ployed by  a  person  operating  an  industrial 
or  commercial  enterprise  certified  under  sec- 
tion 101  of  the  Urban  Employment  Oppor- 
tunities Development  Act  of  1967.  Such  pro- 
gram shall  be  carried  out  by  the  Secretaries 
of  Labor  and  of  Health,  Education,  and  Wel- 
fare in  accordance  with  the  provisions  other- 
wise applicable  to  programs  under  this  Act 
and  with  their  respective  functions  under 
those  provisions,  except  that — ■ 

"(1)  the  Secretary  of  Labor,  in  consulta- 
tion with  the  Secretary  of  Housing  and  Ur- 
ban Development,  shall  determine  the  occu- 
pational training  or  retraining  needs  of  such 
individuals  to  be  employed  by  any  such 
enterprise; 

"(2)  all  individuals  to  be  employed  in  an 
urban  poverty  area  by  any  such  enterprise 
may  be  selected  for  training  and  shall  be 
eligible  for  training  allowances  under  this 
part:  Provided,  That  the  amount  and  dura- 


tion of  training  allowances  under  this  sec- 
tion shall  in  no  event  exceed  the  amount  and 
duration  of  training  allowances  provided  un- 
der section  203(a)  of  this  Act; 

"(3)  the  Secretary  of  Health,  Education, 
and  Welfare  may,  in  appropriate  cases,  after 
consultation  with  the  Secretary  of  Labor, 
arrange  for  training  to  be  conducted  by  any 
such  enterprise  for  individuals  to  be  em- 
ployed by  it  in  any  such  area; 

"(4)  the  Secretaries  of  Labor  and  of  Health, 
Education,  and  Welfare  shall,  each  with  re- 
spect to  his  functions  under  this  section, 
prescribe  jointly  with  the  Secretary  of  Hous- 
ing and  Urban  Development  such  rules  and 
regulations  as  may  be  necessary  to  carry  out 
the  purposes  of  this  part;  and 

"(5)  no  funds  available  under  this  part 
shall  be  apportioned  to  any  State  pursuant 
to  section  301  of  this  Act,  nor  shall  any 
matching  funds  be  required." 

"Priority 

"Sec.  252.  The  Secretary  of  Labor  shall,  to 
the  extent  practicable,  give  priority  to  the 
referral  of  individuals  for  training  author- 
ized by  this  part." 

APPROPRIATIONS  AUTHORIZED 

Sec.  302.  Section  304  of  the  Manpower  De- 
velopment and  Training  Act  of  1962  is 
amended  by  striking  out  "(d)  "  and  inserting 
in  lieu  thereof  "(e)"  and  by  inserting  im- 
mediately after  subsection  (c)  thereof  the 
following  new  subsection: 

"(d)  For  the  purpose  of  carrying  out  part 
D  of  title  II  there  are  hereby  authorized  to 
be  appropriated  not  in  excess  of  $20,000,000 
for  the  fiscal  year  ending  June  30,  1968,  and 
for  each  fiscal  year  thereafter  such  amounts 
as  may  be  necessary." 

EFFECTIVE  DATE 

Sec.  303.  The  amendments  made  by  this 
title  shall  take  effect  on  July  1,  1967. 

Section-by-Section  Summary  of  Urban  Em- 
ployment Opportunities  Development  Act 
of  1967 

Section  1 — Short  Title 
This  Act  shall  be  cited  as  the  "Urban  Em- 
ployment Opportunities  Development  Act  of 
1967". 

Section  2 — Purpose 

The  purpose  of  this  Act  is  to  provide  tax 
and  other  incentives  for  private  industry  to 
create  new  employment  opportunities  for 
residents  of  urban  poverty  areas.  Incentives 
shall  be  granted  to  persons  conducting  or 
proposing  to  conduct  an  industrial  or  com- 
mercial enterprise  through  a  new,  or  ex- 
panded, facility  in  an  urban  poverty  area. 
But  such  incentives  shall  not  be  granted 
where,  (1)  the  establishment  of  such  a  fa- 
cility in  the  poverty  area  will  cause  increased 
unemployment  in  some  other  area  where  the 
business  condiicts  operations,  or  (2)  the  fa- 
cility is  being  established  to  replace  a  facility 
of  the  industrial  or  commercial  enterprise 
located  in  some  other  area. 

Title  I  of  the  Act  defines  the  type  of  busi- 
nesses which  qualify  for  tax  and  other  in- 
centives and  establishes  certification  proce- 
dures. Title  II  amends  the  Internal  Revenue 
Code  to  provide  the  relevant  tax  incentives. 
Title  III  amends  the  Manpower  and  Develop- 
ment Training  Act  of  1962  to  ensure  adequate 
training  for  those  low-income  persons  who 
will  be  hired  by  certified  businesses. 

Section  3 — Definitions 

This  section  defines  the  various  terms  used 
primarily  in  Titles  I  and  III  of  the  Act.  An 
"urban  poverty  area"  is  defined  as  an  area, 
within  a  standard  metropolitan  statistical 
area  of  at  least  250,000  persons  (for  a  fur- 
ther explanation  of  this  definition,  see  Ap- 
pendix I)  which  the  Census  Bureau  has 
determined  to  be  a  poverty  area  at  the  re- 
quest of  the  Office  of  Economic  Opportunity, 
subject  to  additions  and  deletions  regarded 
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as  appropriate  by  the  Secretary  of  Housing 
and  Urban  Development  after  consultation 
with  the  Secretary  of  Labor  and  the  Secre- 
tary of  Commerce. 

It  also  includes  areas  of  comparable  pov- 
erty to  be  designated  by  the  Bureau  of  the 
Census  in  any  other  urban  place — as  defined 
by  the  Bureau  of  the  Census — at  the  direc- 
tion of  the  Secretary  of  Housing  and  Urban 
Development.  Finally,  it  includes  specific  In- 
dian reservations  designated  by  the  Secretary 
of  the  Interior. 

The  definition  of  "industrial  or  commer- 
cial enterprise"  includes  (a)  a  business  which 
manufactures,  produces,  processes,  or  assem- 
bles personal  property,  or  (b)  a  business 
which  sells  or  leases  or  stores,  handles  or 
transports  personal  property  for  other  busi- 
nesses or  (c)  a  business  which  constructs 
buildings  for  sale,  or  as  a  contractor,  in  an 
urban  poverty  area.  The  definition  excludes 
retail  businesses  and  businesses  which  en- 
gage in  the  sale,  leasing,  or  renting  out  of 
real  property,  the  lending  of  money,  or  the 
extending  of  credit. 

The  definition  of  "industrial  or  commer- 
cial facility"  means  a  fixed  place  of  busi- 
ness— such  as  a  factory,  a  warehouse,  an 
office,  or  a  place  of  management  and  any 
number  of  urban  poverty  area  construction 
sites — in  which  an  industrial  or  commercial 
enterprise  is  carried  on.  It  does  not  include 
a  "retail  facility"  which  in  turn  is  defined  as 
a  store  or  premises  or  portion  of  premises 
where  a  substantial  percentage  of  the  goods 
are  sold  to  the  general  public  and  not  to 
other  businesses  for  use  in  their  operations. 

The  term  "qualified  jobs"  is  defined  as  the 
employment  positions  which  did  not  exist 
prior  to  the  time  that  the  enterprise  re- 
quested certification  from  the  Secretary  of 
Housing  and  Urban  Development  and  which 
were  then  created  either  at  the  certified  fa- 
cility or  for  furnishing  certain  services  pri- 
marily to  such  facility. 

The  term  "low-income  person"  is  defined 
as  an  individual  earning  less  than  the 
amount  needed  to  support  himself  and  his 
family  adequately.  The  Secretary  of  Housing 
and  Urban  Development,  shall,  after  consul- 
tation with  the  Secretary  of  the  Department 
of  Labor,  designate  the  qualifying  earnings 
levels  for  various  urban  areas. 

TITLE    I— ELIGIBILITY    FOR  ASSISTANCE 

Section  101 — Certification  of  eligibility 
The  Secretary  of  Housing  and  Urban  De- 
velopment after  consultation  with  the  Secre- 
tary of  Labor  and  the  Secretary  of  Commerce 
shall  issue  a  certificate  of  eligibility  for  bene- 
fits under  this  Act  to  any  person  engaged 
in,  or  who  proposes  to  engage  in,  an  indus- 
trial or  commercial  enterprise  in  an  urban 
poverty  area  when  six  conditions  have  been 
met. 

First,  the  city  in  which  such  urban  poverty 
area  is  located  must  give  written  notice  to 
the  Secretary  that  it  wishes  to  participate  in 
the  program  provided  for  in  this  Act. 

Second,  the  city  must  approve  the  indus- 
trial or  commercial  applicant  as  a  participant 
in  the  program  and  certify  this  fact  to  the 
Secretary.  Such  certification  shall  only  be 
granted  after  public  hearings  at  which  resi- 
dents of  the  urban  poverty  area  have  an 
opportunity  to  testify. 

Third,  the  person  engaged  in  the  enter- 
prise must  agree,  in  a  manner  prescribed  by 
the  Secretary,  (A)  to  locate  a  facility  within 
the  urban  poverty  area  on  a  site,  and  within 
a  period  of  time,  specified  by  the  city;  (B) 
to  provide  at  least  fifty  qualified  jobs  (re- 
duced to  twenty-five  for  cities  of  under  50,- 
000  persons  and  Indian  reservations)  of 
which  at  least  two-thirds  are  to  go  to  low- 
income  individuals  who  have  resided  in  the 
poverty  area  for  at  least  six  months  or  to 
other  unemployed  low-income  individuals 
(Whether  the  enterprise  creates  50  or  100  or 


1.000  jobs,  two-thirds  of  them  must  go  to 
such  qualified  low-income  individuals.);  (C) 
to  pay  wages  that  meet  the  prevailing  mini- 
mum rates  for  persons  employed  in  similar 
work  in  the  city  or  locality,  as  determined 
by  the  Secretary  of  Labor;  and  (D)  to  main- 
tain records  concerning  all  full-time  em- 
ployees regarding  their  residences  and  hiring 
dates,  their  employment  and  economic  status 
at  the  time  of  hiring,  and  any  other  informa- 
tion required  by  the  Secretary  of  Housing 
and  Urban  Development,  and  to  keep  rec- 
ords showing  what  income  or  losses  can  be 
allocated  to  this  facility  rather  than  to  other 
facilities  comprising  the  same  business  or 
run  by  the  same  person  but  not  having  a 
preferred  status. 

Fourth,  the  Secretary  must  determine  that 
the  city  will  carry  out  an  adequate  program 
for  relocating  individuals,  families,  busi- 
nesses, and  nonprofit  organizations  displaced 
by  industrial  or  commercial  facilities  induced 
to  come  into  the  area  under  this  Act. 

Fifth,  the  Secretary  must  determine  that 
the  person  obtaining  the  certificate  is  estab- 
lishing a  reasonable  ratio  of  capital  invest- 
ment to  Jobs  created. 

Sixth,  the  Secretary  must  determine  that 
the  person  obtaining  the  certificate  is  not 
violating  the  relocation  policies  set  forth  in 
Section  2  of  this  Act,  and  causing  unemploy- 
ment in  another  area  to  create  Jobs  in  an 
urban  poverty  area. 

For  any  person  who  wishes  to  operate  more 
than  one  industrial  or  commercial  facility  in 
one  or  more  urban  poverty  areas,  and  Secre- 
tary is  instructed  to  ensure  that  each  such 
facility  conforms  to  the  requirements  of  this 
Act  and  to  issue  a  separate  certificate  cover- 
ing each  of  these  facilities. 

The  Secretary  shall  issue  a  certificate  of 
eligibility  under  this  Act  for  a  successor  in 
interest  to  any  person  operating  a  certified 
industrial  or  commercial  facility  if  three  re- 
quirements are  met:  (1)  the  successor  has 
been  approved  and  certified  by  the  appro- 
priate city  agency;  (2)  such  person  agrees 
to  continue  the  industrial  or  commercial 
facility  and  to  conform  to  the  conditions  set 
forth  in  the  original  certificate;  and  (3)  the 
issuance  of  such  certificate  is  in  accordance 
with  the  industrial  relocation  policies  set 
forth  in  Section  2  of  this  Act. 

The  Secretary  shall  terminate  a  certificate 
of  eligibility  whenever  he  determines,  after 
a  hearing,  that  an  enterprise  has  failed,  after 
due  notice  and  a  reasonable  opportunity,  to 
continue  meeting  the  conditions  set  forth 
in  the  original  certificate.  In  making  such  a 
determination,  the  Secretary  shall  be  guided 
by  the  following  considerations.  A  reduction 
in  the  number  of  new  or  additional  employ- 
ment opportunities  below  the  minimum  spe- 
cified in  the  Act  shall  not  serve  as  grounds 
for  ending  eligibility  under  this  Act  if  the 
Secretary  determines  that  business  or  eco- 
nomic factors  beyond  the  enterprise's  con- 
trol necessitated  such  a  reduction,  and  finds 
that  not  less  than  two-thirds  of  the  full-time 
workers  employed  at  qualified  Jobs  continue 
to  meet  the  low-income  or  low-income  and 
residency  requirements  specified  in  this  Act. 
At  the  same  time,  a  change  in  residence  of 
any  employee  meeting  the  reqtiirements  at 
the  time  of  hiring,  shall  not  serve  as  grounds 
for  termination  of  the  enterprise's  certificate 
of  eligibility. 

This  section  also  provides  that  any  indus- 
trial or  commercial  buildings  for  which  a 
certificate  of  eligibility  is  issued  shall  con- 
form to  such  standards  of  design  and  con- 
struction as  the  Secretary  may  require  to 
insure  safe,  sanitary,  and  aesthetically  pleas- 
ing places  of  employment. 

Finally,  the  section  provides  that  a  person 
shall  not  be  issued  a  certificate  of  eligibility 
unless  his  application  is  received  by  the  Sec- 
retary before  ten  years  have  passed  from  the 
date  on  which  this  Act  goes  into  effect. 


Section  102 — Reports 

The  Secretary  may  require  any  recipients 
of  certificates  of  eligibility  to  file  such  reports 
as  he  may  deem  necessary  to  carry  out  his 
functions  under  this  Act.  Whoever  makes  an 
intentionally  false  statements  of  a  material 
fact  in  any  such  report  shall  be  subject  to 
criminal  penalties. 

Section  103 — Relocation  assistance 

An  adequate  relocation  program  for  those 
persons,  businesses  and  nonprofit  associa- 
tions dislocated  under  this  Act  must  meet  the 
following  criteria.  First,  the  Secretary  shall 
determine  that  any  persons  being  displaced 
are  assured  of  decent,  safe,  and  sanitary 
housing  at  reasonable  rentals  and  reasonably 
near  their  places  of  work.  Second,  such  in- 
dividuals or  families  shall  receive  of  to  $200 
in  moving  expenses  and  up  to  $100  as  a  dislo- 
cation allowance.  If  the  person  or  family 
buys  a  dwelling  place,  than  an  additional 
payment  of  $300  shall  be  made.  Third,  any 
low-income  family  or  elderly  or  handicapped 
person  shall  receive  monthly  payments  for 
up  to  24  months,  not  to  exceed  $500  in  each 
of  the  two  years,  to  assist  them  in  obtaining 
decent  dwelling  units.  The  payments  shall 
equal  the  difference  between  20  percent  of 
Income  and  the  rental  required  for  a  decent 
housing  unit  in  an  area  not  less  desirable 
than  the  one  being  vacated.  Such  payments 
shall  not,  however,  be  made  to  an  individual 
or  family  which  secures  a  dwelling  unit  in  a 
specified  low  rent  Federal,  State,  or  local 
housing  project.  Fourth,  a  displaced  business 
concern  or  nonprofit  association  shall  secure 
its  reasonable  and  necessary  moving  expenses 
and  payments  for  direct  property  losses  (not 
Including  good-will  or  profits)  not  otherwise 
compensated  for  through  the  purchases  of 
the  enterprise's  facility.  An  additional  $2,500 
shall  be  paid  to  a  private  business  having 
average  annual  net  earnings  of  less  than 
$10,000  a  year,  if  such  concern  is  not  part  of 
a  larger  business  enterprise  having  other  es- 
tablishments than  the  one  being  displaced. 

The  Secretary  of  Housing  and  Urban  De- 
velopment is  authorized  to  make  all  neces- 
sary grants  to  cities  participating  in  this 
program  to  defray  the  costs  of  providing 
relocation  payments  to  families,  businesses, 
and  nonprofit  associations  displaced  because 
of  the  establishment  of  a  certified  industrial 
or  commercial  facility.  The  necessary  funds 
to  carry  out  this  relocation  program  are 
authorized  to  be  appropriated. 
Section  104 — Bureau  of  Census  designation 

The  Bureau  of  the  Census  shall  prepare 
additional  maps — as  directed  by  the  Secre- 
tary of  Housing  and  Urban  Development — of 
poverty  areas  in  urban  places  to  supplement 
those  maps  already  prepared  for  poverty  areas 
in  standard  metropolitan  statistical  areas  of 
over  250,000  in  population. 

TITLE  II  TAX  INCENTIVES 

Section  201 
Chapter  I  of  the  Internal  Revenue  Code  is 
amended  to  include  a  new  series  of  provisions 
providing  for  a  tax  credit  for  certain  qualify- 
ing businesses. 

a.  Section  40 — Investment  in  certain  depre- 
ciable property  in  urban  poverty  areas. 

Any  person  engaged  in  an  industrial  or 
commercial  enterprise,  obtaining  certifica- 
tion under  this  Act,  who  establishes  or  con- 
forms a  certified  facility  in  an  urban  poverty 
area  to  standards  set  by  the  Secretary  of 
Housing  and  Urban  Development  shall  be 
entitled  to  certain  specified  tax  credits.  (In 
general,  the  tax  credit  provisions  of  this  Act 
conform  to  those  found  in  the  existing  In- 
vestment Tax  Credit  Act.) 

b.  Section  51 — Amount  of  credit 

The  credit  shall  be  7%  of  the  qualified 
expenditures  for  real  property  and  10%  of 
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the  qualified  expenditures  for  personal  prop- 
erty. (In  regard  to  personal  property,  this 
credit  suersedes  the  existing  provisions  under 
the  Investment  Tax  Credit  Act.)  The  credits 
for  any  taxable  year,  shall  not  exceed  the 
taxpayer's  tax  liability  for  that  year. 

If  any  permissible  credits  under  this  sec- 
tion are  not  used,  they  may  be  carried  back 
for  3  taxable  years  and  forward  for  10  taxable 
years.  The  carryback  or  carry  forward  must 
be  to  the  earliest  possible  year  first.  A  carry- 
back cannot,  however,  be  made  to  a  taxable 
year  ending  before  the  date  on  which  this 
Act  is  enacted.  (The  reason  for  allowing  a 
longer  carryback  and  carryover  period  is  to 
lend  assistance  to  any  businessman  who 
encornters  a  few  years  of  economic  hardship 
because  of  urban  poverty  area  problems.) 

In  each  carryback  or  carryover  year,  all 
available  credits  cannot  exceed  the  taxpay- 
er's tax  liability. 

Section  52 — Certain  dispositions,  etc.,  of 
section  40  property 

A  person  who  has  received  certification  and 
has  established  an  industrial  or  commercial 
facility  in  an  urban  poverty  area  cannot  dis- 
pose of  real  property  and  personal  pi-operty 
for  which  credits  have  been  taken  under  this 
Act  for  10  and  4  years  respectively  without  a 
loss  of  benefits.  If  such  an  early  disposition 
is  made,  all  credits  taken  for  this  property 
during  those  stipulated  years  shall  be  recov- 
erable by  the  Federal  government. 

If  a  person's  certificate  is  terminated  by 
the  Secretary  of  Housing  and  Urban  Devel- 
opment, then  the  credits  that  he  has  taken 
during  the  3  prior  taxable  years  shall  be  re- 
coverable by  the  Federal  government.  In  ad- 
dition, the  special  deduction  for  wages  un- 
der section  183,  during  the  taxable  year  of 
termination  and  the  two  preceding  taxable 
years,  is  recovered. 

In  the  case  of  a  termination  or  an  imper- 
missible disposition  which  leads  to  a  re- 
covery, all  carrybacks  and  carryovers  shall  be 
accordingly  adjusted. 

Certain  involuntary  dispositions  shall  not 
be  considered  as  violative  of  these  provisions. 
Thus  transfers  because  of  death  or  because 
the  business  changes  its  form  or  dispositions 
because  of  an  unforseen  casualty  or  because 
the  facility  must  cease  operations  due  to  un- 
controllable economic  factors  shall  not  ne- 
cessitate a  penalty. 

Section  53 — Definitions;  special  rules 

This  section  defines  various  terms  for  pur- 
poses of  the  Internal  Revenue  Code. 

"Section  40  certificate"  is  defined  as  a  cer- 
tificate of  eligibility  issued  by  the  Secretary 
of  Housing  and  Urban  Development  under 
this  Act  to  a  qualifying  business. 

"Section  40  property"  is  that  type  of  prop- 
erty which  qualifies  under  this  Act  for  tax 
credits  and  rapid  depreciation.  It  is  defined 
as  depreciable  property  which  is  not  part  of 
inventory  or  held  for  sale  to  customers  in 
the  ordinary  course  of  trade  or  business  and 
which,  at  the  time  it  is  first  used  by  a  tax- 
payer who  has  been  issued  a  certificate  of 
eligibility,  has — in  the  case  of  personal  prop- 
erty—a useful  life  of  at  least  4  years,  and — 
in  the  case  of  real  property — a  useful  life  of 
at  least  10  years.  Moreover,  the  property  must 
either  be  used  as  the  facility,  or  as  an  in- 
tegral part  of  it  or  in  its  operations,  or  in 
furnishing  such  services  as  transportation, 
communications,  electrical  energy,  gas,  wa- 
ter, or  sewerage  disposal  primarily  to  the  fa- 
cility. It  cannot,  however,  be  property  which 
is  used  after  acquisition  by  a  taxpayer  or  a 
related  party  who  also  used  it  before  such  ac- 
quisition. 

"Section  40  real  property"  is  section  40 
property  defined  by  reference  to  section 
1250(c)  and  "section  40  personal  property" 
is  section  40  property  defined  by  reference 
to  section  1245(b). 


A  "section  40  facility"  means  an  industrial 
or  commercial  facility  which  has  been  speci- 
fied in  a  certificate  issued  by  the  Secretary  of 
Housing  and  Urban  Development. 

A  "section  40  business"  is  defined  as  an 
industrial  or  commercial  enterprise  that  has 
been  issued  a  certificate  of  eligibility  to  op- 
erate a  facility  in  an  urban  poverty  area. 

The  term  "qualified  expenditure"  is  de- 
fined as  an  expenditure  made  during  the  10 
year  certification  period  that  is  chargeable 
to  capital  account  and  is  paid  or  accrued  for 
the  manufacture,  production,  construction, 
erection,  acquisition,  reconstruction,  perma- 
nent improvement,  or  betterment  of  section 
40  property. 

If  the  expenditure  is  made  on  real  prop- 
erty, then  the  property — whether  it  be  con- 
structed or  reconstructed,  erected  or  perma- 
nently improved,  acquired  or  bettered — must 
be  made  to  conform  to  the  standards  set  un- 
der this  Act  by  the  Secretary  of  Housing  and 
Urban  Development. 

A  qualified  expenditure  shall  be  deemed 
made  only  in  the  taxable  year  in  which  the 
manufactured,  produced,  constructed,  erect- 
ed or  acquired  section  40  property  or  the  sec- 
tion 40  property  as  reconstructed,  improved, 
or  bettered  is  placed  in  service.  Property  shall 
be  considered  placed  in  service  when  it  first 
becomes  subject  to  daily  depreciation.  A 
qualified  expenditure  made  to  obtain  prop- 
erty as  a  replacement  for  property  lost  or  de- 
stroyed due  to  a  casualty  shall  be  reduced 
by  a  sum  equal  to  the  amount  received  by 
the  taxpayer  throitgh  insurance  or  otherwise 
as  compensation  for  the  lost  or  destroyed 
property. 

Section  53  also  establishes  certain  rules 
for  dealing  with  the  credits  established  by 
this  Act.  In  subsection  (d),  it  provides  that 
a  lessor  may  pass  the  credit  for  section  40 
property  on  to  his  lessee.  The  amount  on 
which  the  credit  is  to  be  figured  shall  be 
either  the  fair  market  value  of  the  property 
or,  in  the  case  of  a  transaction  between  cor- 
porations which  are  members  of  an  affiliated 
group,  the  basis  of  such  property  to  the  les- 
sor. If  the  lessor  makes  this  election,  the 
lessee  shall  be  treated  as  having  acquired 
such  property  and  the  property  shall  have  a 
useful  life  equal  to  the  life  over  which  the 
lessee  may  depreciate  or  amortize  it. 

In  subsections  (e)  and  (f ) ,  the  credits  pro- 
vided for  in  this  Act  are  dealt  with  as  they 
relate  to  Subchapter  S  corporations  and 
estates  and  trusts.  For  any  Subchapter  S 
corporation,  all  qualified  expenditures  are 
apportioned  pro  rata  to  its  shareholders  and 
each  shareholder  is  then  treated  as  the  tax- 
payer with  respect  to  such  expenditures. 
Qualified  expenditures  made  by  an  estate  or 
trust  are  allocated  between  the  estate  or 
trust  and  the  beneficiaries  on  the  basis  of 
the  income  normally  allocable  to  each.  Any 
beneficiary  is  treated  as  the  taxpayer  with 
respect  to  all  such  apportioned  expenditures. 

The  remainder  of  section  53  deals  with 
cross  references  and  conforming  amend- 
ments to  ensure  that  these  new  provisions 
will  be  consistent  with  all  other  sections  of 
the  Internal  Revenue  Code.  Thus  it  is  pro- 
vided that  if  property  is  subject  to  credits 
under  this  Act,  it  cannot  also  be  treated  as 
section  38  property  for  purposes  of  obtaining 
an  ordinary  investment  credit  applicable  to 
property  held  by  other  non-qualifying  busi- 
nesses. 

Section  202 — Depreciation  deduction 
Section  167  of  the  Internal  Revenue  Code 
is  amended  to  provide  that  at  the  election 
of  the  taxpayer,  the  useful  life  of  any  sec- 
tion 40  property  and  the  guideline  class  lives 
of  any  section  40  property  shall  be  reduced 
to  66%  percent  of  the  useful  life  or  guide- 
lines class  lives  normally  applicable  to  such 
property. 


In  justifying  class  lives  for  section  40 
property  the  taxpayer  who  makes  an  elec- 
tion under  this  section  shall  be  deemed — 
for  purpose  of  meeting  any  reserve  ratio 
test — to  have  utilized  class  lives  equal  to 
150  percent  of  those  normally  applicable  to 
such  property. 

In  determining  the  salvage  value  of  all 
section  40  property  for  which  an  election  has 
been  made,  the  useful  life  of  the  property 
shall  be  deemed  that  life  applicable  to  such 
property  in  the  absence  of  this  section. 

Elections  under  this  section  can  only  be 
made  for  property  placed  in  service  during 
the  10  year  certification  period  provided  for 
in  this  Act. 

Section  203 — Net  operation  loss  carryovers 

Section  172  of  the  Internal  Revenue  Code 
is  amended  to  provide  a  10  year  carryover 
period — as  compared  to  the  present  5  year 
period — for  all  losses  allocable  to  the  opera- 
tion of  an  industrial  or  commercial  facility 
by  a  certified  section  40  business  and  sus- 
tained during  the  10  year  certification  period. 
All  determinations  concerning  the  alloca- 
tion of  losses  shall  be  made  pursuant  to  regu- 
lations issued  by  the  Secretary  of  the  Treas- 
ury under  section  482  of  the  Internal  Rev- 
enue Code  and  modified  as  may  be  necessary 
to  conform  to  the  purposes  of  this  Act. 
Section  204 — Special  deductions  for  salaries 
and  compensation  paid 

Chapter  1  of  the  Internal  Revenue  Code  is 
amended  to  provide  an  additional  deduction 
for  certain  qualifying  businesses. 
Section  183 — Special  deduction  for  certain 

businesses    operating   in    urban  poverty 

areas 

A  person  operating  a  certified  section  40 
business  shall  be  permitted  an  additional 
deduction  equal  to  25  percent  of  the  com- 
pensation paid  or  incurred  in  money  to  the 
low-income,  unemployed,  or  low-income, 
poverty  area,  workers  whom  he  is  required 
to  hire  under  this  Act.  Such  workers  must 
be  located  at  the  facility  or  must  be  in- 
volved in  furnishing  transportation,  com- 
munications, electrical  energy,  gas,  water,  or 
sewerage  disposal  primarily  to  such  facility. 
This  special  deduction  shall  be  in  effect  dur- 
ing the  10-year  certification  period. 

Section  205 — Effective  date 

The  amendments  added  to  the  Internal 
Revenue  Code  by  this  Act  shall  apply  to 
taxable  years  ending  after  the  date  that  this 
Act  is  enacted. 

TITLE  III — TRAINING  ASSISTANCE  FOR  INDUSTRIES 
LOCATING  IN   URBAN  POVERTY  AREAS 

Section  301 

Title  II  of  the  Manpower  Development  and 
Training  Act  of  1962  is  amended  by  adding 
the  following  new  part,  Part  D,  "Training 
Assistance  For  Industries  Locating  in  Urban 
Poverty  Areas." 

Section  251— General  responsibility 

The  Secretaries  of  Labor  and  of  Health, 
Education  and  Welfare,  in  consultation  with 
the  Secretary  of  Housing  and  Urban  Devel- 
opment, are  authorized  to  provide  a  supple- 
mentary program  of  training  and  training 
allowances  for  those  individuals  to  be  em- 
ployed by  certified  businesses  under  this  Act. 

The  Secretaries  shall  carry  out  the  program 
by  determining  the  occupational  needs  of 
those  who  are  to  be  employed  by  any  certified 
business  and  then  provide  them  with  train- 
ing and  training  allowances.  The  allowances 
shall  not  exceed  those  normally  provided 
under  other  Manpower  Development  and 
Training  programs  either  in  amount  or  dura- 
tion. The  training  Itself  can  be  carried  out 
by  the  certified  business  if  the  Secretaries  of 
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Health,  Education  and  Welfare  and  of  Labor 
decide  that  this  is  appropriate. 

Section  252 — Priority 

To  the  extent  practicable,  the  Secretary  of 
Labor  shall  give  priority  to  the  training  of 
individuals  needed  for  certified  businesses 
under  this  Act. 

Section  302 — Appropriations  authorized 

Section  304  of  the  Manpower  Development 
and  Training  Act  of  1962  is  amended  to  au- 
thorize an  appropriation  not  in  excess  of 
$20,000,000  for  the  fiscal  year  ending  June  30, 
1968  and  such  amounts  as  may  be  necessary 
for  each  fiscal  year  thereafter. 

Section  303 — Effective  date 

The  amendments  made  by  this  title  shall 
take  effect  July  1,  1967. 
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Appendix  I 
OEO  Maps  on  Poverty  Areas 
OEO  maps  show  some  4,000  "poor  tracts" 
In  Standard  Metropolitan  Statistical  Areas 
of  250,000  people  or  more 

Five  characteristics  of  a  "poor  tract" 

1.  Percent  of  families  with  cash  incomes 
under  $3,000  for  1959 

2.  Percent  of  children  under  18  yrs  old 
not  living  with  both  parents. 

3.  Percent  of  males  25  yrs  old  or  over  with 
less  than  8  yrs  of  school  completed 

4.  Percent  of  unskilled  males  aged  14  or 
over  in  the  employed  civilian  labor  forces 

5.  Percent  of  all  housing  units  lacking 
some  or  all  plumbing  facilities  or  dilapidated. 

Then  to  get  Poverty  Area,  OEO  combined 
poor  tracts. 


Definition  of  poverty  area: 

1.  Any  area  having  five  or  more  contigu- 
ous "poor  tracts"  regardless  of  the  number 
of  families  contained. 

2.  Any  group  of  1  to  4  contiguous  "poor 
tracts"  containing  an  aggregate  of  4,000  or 
more  families. 

3.  Any  area  of  1  or  2  contiguous  tracts  not 
ranked  in  the  lowest  quartile  but  completely 
surrounded  by  such  "poor  tracts."  In  some 
cases,  areas  of  3  or  4  contiguous  tracts  not 
themselves  "poor"  were  surrounded  by  "poor 
tracts"  and  were  included  in  the  neighbor- 
hood after  analysis  of  their  individual  char- 
acteristics. Areas  of  5  or  more  contiguous 
tracts  not  ranked  In  the  lowest  quartile  but 
surrounded  by  "poor  tracts"  were  excluded 
when  designating  "poor  tracts." 


GOVERNMENT  FAINTINC  OFFICE  l««7 


Avery  Architectural  and  Fine  Arts  Library 
Gift  of  Seymour  B.  Durst  Old  York  Library 


